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(LAND  OWPRSHIP,  USE,  AND  DISTRIBUTION) 

.J  THlTBSDAY,  JANtTABY  13;.  I'o*? 

. '  *  ^    U.S.  Sbnaiij^ 

bUBCOMMIlTEE  ON  MlGHATORY  LabOR  OP  THE 

.  ('OMMftTOE  ON  I^BOR  AND  PuBLIC  WeUPARE, 

"  San  FmncMGO,  Calif. 

1  life  subcommittee  met,  pursuant  to  notice,  at  9  a.m.,  in  the  Cere- 
monial (  ourtr^m,  19th  dfior,  Federal  Building  450  .Golden.  Gate 
presiding"*  Stevenson  III  (chairman  of  the  siil^pmmittcc) 

Present:  Senators  Stfyensoo  and  Taft. 

Comniittce  staff, members  present:  Boren  Chertkov,  counsel:  Eu- . 
gene  Mittleman,  mmoritv  counsel;  Basil  Condoe,  professional  stall 
member;  and,  Julia  ■VTeatlierman,  staff  member.  . 

bei^ator  Stoven'son.  The  hearings  of  the  Senate  Subcommittee  on 
.    .    Migratory.LaTx)r  will  now  come  to  order.  " 

This  is  the  third  and  final  day  of  our  hearings  on  land,owner8liip, 
agribusiness,  and  agrigovecnment  in  California,  ^ 

f;™  15  '^l^'*?^!^^^*^™"?"^^^^  Borghild  Haugen,  execu- 

tive dircctDr  of  the  California  Farmer  Consumer  Information  Com- 
mittee, hanta  Clara,  and  Betsy  Wood,  a  r«jpre*entative-of  the  Berke- 
vVood  from  the  Co-op.  -  . 

w^^'f  i^"^^'*!?^'-  I  amTVIiss  Haugen  and  this  is  Betsy 

Wood  from  the  co-op.  ^ 

Senator  Stevenson,  Wo  are  glad  to  have  you  here  this  mominir. 

If  you  have  prepared  statements,  wo  could  enter  them  in  the  record 

<?■    statement?"    summarize  them  or,  if  you  prefer,  you  may  read  your 

STATEHENT  OP  BETSY  WOOD,  HOME  isCONOlHST,  THE  BE-KKELET 
^  ^  CONSUHEES  COOPERATIVE,  BICHMOKl),  CAIIP. 

/        Mrs.  WobD.  My  statement  is  sliort  and  I  am  testifying  basicaily  on 
ono  point;*  " 

h,  home  economist  at  the  Berkeley  Co-op.  Our  Co-op  is  owned 
by  62,000  member  bay  area  families.  Wo  have  nine  shopping  centers, 
and  wc  do  sell  about  $36  million  a  year  in  groceries;  that  is  our 
principal  business,  grocery  stores.  Wc  have  eight  part-time  homo 
econopiists  who  work  right  m  the  stores.  I  happen  to  be  right  next 
to  the  frozen  food  case  and  across  from  tKc  baby  food,  mv  counter. 
Wo  help.  shoiWrs  with  any  kinds  of  problems  thoy  have,' nutrition 
and  8hoi)ping,\  food  budgeting,  and  what-have-you.  I  might  sav  wo 
r     are  ver3%indoi>(indent;  we  are  not  there  to  sell. 

\  (1627)  ,  , 
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One  would  think  tliat  mass  production  methods  of  p:rowing,  proc- 
cssinj?,  and  marketing  could  logically  result  in  economies  in  the  cost 
-of  bringing  food  to  consumers.  It  seems  to  me  reasonable  to  suppose 
that  firm^  that  advertise  nationally  would  be  ablq  to  take  advantage 
of  many  economies  ai)d  liave  greats  savings  than  small  firms  that 
are  less  efficient,  have  less  up-to-dat«  machinery,  less  mass  morchaxv 
dising  in  general.  Actually,  this  isn't  so.  I  think  we  all  know  that  m 
the  grocery  store  nationally  advertised  brands  co^t  more  than  so- 
called  private  labels.  A  p^ivat«  label  is  the  label  that  is  produced  for  - 
a  group  oi  grocery  stores,  in  our  case  a  co-op,  a  chain,  a  wholesaler, 
or  what-have-you.  Our  estimates  arc  that  consumers  pay  about  15 
percent  more  for  national  brands  than  private  labels.  These  figures 
range  tremendously,  from  about  2  percent  per  it«m  to  40  P^rcent.\  ^ 

Last  week  I  selected  these  items  from  our  shelves  ]ust  to  ddmon- 
stVatc  this  spread.  I  don't  mean  to  emphasize  the  spread  of  our  (;0- 
op,  but  it  is  the  same  in  Safeway,  Lucky,  A.  &  P.  and  what-have- 
•  you.  I  would  l)e  glad  tp  open  any  of  those  you  would  like  to  sample, 
orange  juice  or  anything  else.  I  think  that  the  quality  is  comparable 
in  all  of  them.  *  .  _^ . 

The  list  of  the  items  and  prices  is  attached  to  my  statement.  Ihis 
is  a  list  of  '21  items,  more  or  less  picked  at  random.  I  tried  to  bo 
fair.  ^  '  ' 

\VIien  we  studied  the" different^ "several  years  ago,  we  found  that 
several  Inmdred  had  a  15  percent  difference  tl^ere,  too.  Actually,  my 
prepared  statement  should  say  that  the  Co-op  label  in  this  group 
cost^  about  16  percent  less  than,  the  national  brands  in  this  group. 
Consumers  T^nion  in  lOGl  studied  national  brands  and  they  said  that 
an  average  family  could  save  about  $200  a  year  by  using' ortier  than 
national  brands.  '  »    i-  i 

The  National  Commission  on  Food  Marketmg  also  studied  10 
items  in  11  retail  chains  and  they'fqund  a  differencx^  of  21.5  percent. 

in  our  store  Co-op  members' have  confidenc<5  in  Co-op  labels,  home- 
times  we  eliminate  national  brands  altogether.  Often  tlie  Co-op  label 
outsells  other  national  brands.  I  thinkx  this  is  also  true  in  many 
chains.  '  ♦  ^  i 

One  of  the  sad  things  is  that  people  with  little  education  and'little 
money  often  arc  unduly  influencod  by^  national  brands,  and  they  are 
the'  ones  who  are  more  apt  to  pay  the  increased  cost,  and  usually 
with  no  difference  in  quality.  ' 

In  Summary,  nationally  advertised  brands  are  clearly  more  costly 
to  the  consumer,  and  I  think  we  cm  say  that,  in  this  case,  large- 
scale  fanning,  large-scale  processing,  marbctirijg^  'foi^l  the  national 
brands  has  not  ri^sultcd  in  savings  to  the  consumer. 

Thank  you. 

Senator  Stevbxson.  Thank  you,  Mrs.  Wood. 
(The  prepared  statement  of^Mrs.  Betsy  Wood  follows:) 
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.  t)llITID  STATES  SEKATE  -  o 

.  CCMKITTIE  ON  LABOlt  AKO  W^LIC  HEUAIE 

ow  nwtsncATivE  BEAEIIIG 

.    OH  THE 
KATIOKAL-miCt  IMPrJCATXQHS  oy 
•  '  THE  IHPACT  OF  »r  * 

LAM)  USE,  OWKERSHIP,  AMD  DlStlHUtlOlf 
'OH  FAIMWOmM,  FAXHZXS  AMD  COHStWERS 

m  mUCISCO,  CAIiroWlIA  *  •  "    ;  .    Jauwry  13,  1572 

>,  Hx  Uuy  Wood.    X  aA  a  hci«a*«conoMlf  t  with  the  CoapuHtra  Coopavativa 

o£  larkclay.  pur  Cb^p  la  owntd  by  62,000  m*ibaJr-£*-lllia  In  tha  llay  Araa.  if 
hava  $  ahopplng  ^antara,  with  frbcary  atorta  doing  an  annual  voluHa  of  3(  «11110n 
doUarat   Wa  hava  *  parc«ci«a  hoiia  aconowlati  working  right  In  our  atoraa,  halp- 
Ing  our^iiaMbara  Co  ahop  battar  add  *at  battar«  .  ^  , 
Ona  Hould  think  that  »aaa  production  wathoda  pf  growing,  procaaalng  and  aarkat- 
^  food  *would  ^|lcally  ramilt*ln  aconowlaa  In  tha  coit  p£  bringing  jfpod  to  tha 
conmmkfn    It  la  raaaonabla  to  auppoaa  that  flxma  tiiat  advartlaa  nationally  would 
ba  abla  to  taka  advantaga  of  «any  aavlnga  and  tharafpra  couM  gat  food  to  cofi- 
auMra  at  prlcaa  lpw«  than  mflX  £lr«*  with  laaa  voluaa,  laaa  up-to-dita 
•achlntry,  anallar  raaaarch  ataffa  and  gatlarally  laaa  afflPlant  katHoda.  Actually 
tha  ravaraa^la  tqia.    In^tha^grpcary  atora  tha  nationally  #dvartlaad  braoda  coat 
*hoppara  con«ldarably  «pra  than  prlvata  labal  food  of  coaparaUa  quality.  Our 
aatlaatta  ara  th«t  conauMara  pay  about.lSX  m6ra  for  national  braada.   Th*  flgura 
^  for  individual  ItMa  «ay  rai^a  froK  2%  to  40Z  or  n^ra  ' 
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y^y     .  '■  ■         ■  ■  -2-  . 

*'«o  Last.iM«k  f  ••Xtctj*!  lt»«  at  r«ndo«  In  on*  of^out  stores  to  d«)nstr«ts  ths 
co^t  spr«td,    tp/Mj  knowl»dg«  ths  qvUlty  of  Co-pp  Islisl  «nd  thM«  nstlonslly 
advartisAd  IjranSi  Is  «»«p*rablt,    I  would  %•  glad  to  optn  any  you  vlih  to  ssa. 
^      *In  this  Hat,  tHa  cost  6£  tha  national  brand  foods  avsrags  about  16Z  Mora  than 
•  tha  Co-op  lahal  fooda.   Whtn  wa  studlad  avraral  hundrad  palra  of  food  Itaaa  about 
5  yaara  ago/wa  found  a  15Z  dllfaranca,  ^      •    -  ^ 

This  dif£ar«nca  ba'oiaan  prlvata  labal  and  national  brands  la  typical  of  many  f6od 
chains.   Wa  haya  Mda  price  aurvayf  of  local  Safaway  atoraa  and  tha  dlffaranca  In 
pclca  la  similar  to  that  In  Co-op  atoraa.  "  Savaral  yaara  ago  Conawers  Union 
•stlmatad  that  an  avaraga  family  could  aava  approxliiitaly  ^00  par  y<ar  by  buyl't^ 
prlvata  labal  rathar  than  national  branda,  '        ^  ^ 

Tha  national  CoMalaalon  on  food  Markatlng  atudlad  prlcaa  on  ten  high  volume  lt«ia  . 
In  alavan  ratall*chalna  and  found  that  tha  price  for  the  moat  pbpular  edvertlaad  • 
braodTs  avariiged  21.5Z  higher  than  tha  comparable  private  label  lt«i,* 
Our  Co-op  member  a  have  confidence  in  Co-op  label  merchandise.    In  moat  departmenta 
.  Co-op  label  outaUlr  HatlonaX^randa,  so  much  so  that  eometlmes  Matlonel  brende 
dra  dropped  altogether.   We  have  a  program  to  bring,  price  par  pound  Information  to 
.our  membira.    One  chert  lleta  the  cooking  -and  salsd  oil  our  atores  carry,  and  for 
membera  thla  dramatlxca  tha  coat  dlfferencee.    Hovavar,  etudles  have  shown^ 


that  low  Income  ^aopla  and  thoee  with  little  educatl^  tend  to  buy  nationally 
advartiaad  branda  Inatead  of  the  leaa  axpanstve  private  labels..  People  with  little 
'education  are  more  apt  to  be  ln£li4*ncad  by  brand  advertiaini'  than  thoae  with  mote 
education*       ^  . 

In  euaMiry,  nationally  edvertlaad  brende  clearly  coat  the  consumer  more  than 
priveta>  lebela* 

*  private  Label  Product*  in  Food  Retelling,  JUtiooal  Coamieeion  on  Food  Marketing, 
Tachnlcel  Study  -  Ko.  10,  1966  pp.  65»6<. 
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It—          •    •     1  • 

■  .  .  .  ^' 

FrlvatW  Label 

Rational  Brand 

trr  Milk   2  lb-                            n»  - 

1.29  Co-op 

1.54  Carnation 

Oulck  Oatfl    18  OK 

•35 

•39  Quaker 

Venilc^lli   16  02 

«25 

«26  Golden  Grain' 

BlackftvM    2  IK 

.49, 

•57  Golden  Grain 

Com  Oil  ^ll«t•^ 

•80 

•85  Katola*^  , 

rJiour    J  iD». 

.So 

> 

•63  Gold  Hedal 

•  21 

•24  Del  Konte 

«53 

•72  Beat  J'ooda' 

*w«bC/  JUXCK     HO  OZ* 

0  ' 

Dill  P-frV1«ifl     99  #i« 

•30 

"•136  Hunta 

/ 

/53  De^l  Honte 

•49 

«xuxb  VV/CKOxX     ZO  OZ  • 

•41 

/  ' 
^^.•43  Del  Honte 

. 

•'•^x^f  c<va|iu&auca     x^  f  XuxQ 

• 

•  17 

It 

/  ,20  Pet 

At>rlcot :  HAivi»fl   ^^^  n9 

•24 

✓ 

/    ^34  Del  Monte 

u&«|jc  uCXXjf   .  OZ* 
•  ^ 

•47 

i 

•53  Welch 

,^w*M.jf.  wiivixc       ncx   IXO  oz  • 

•  20 

:■/ 

.27  Deilitontii^  ' 

PMches,  Fretfltonek  allced    16  ozi  - 

•28 

t<d7  Del  Monte 

Appaeaaucci  Graveniteln  l^oz. 

.*24 

II  / 

•  28  Del  Monte 

Cranberry  Sauce >  whole   16  oz. 

.28 

II 

•29  Ocean  Spray 

Canned  Peaa    16  oz. 

* 

•  22 

fl 

•  27  Del  Honte 

Frozen  Green  Beana   9  oz. 

•  22 

tl 

.  '  .31  C  4  W 

Frozen  Orange  Juice   6'oz.  ^ 

•  • 

'\  ^22 

M 

»31  Minute  Maid  ' 

total,  21  Itema 

8.16 

9.69  • 

Savlnga  with  private  labfl  $1.53   or  16X 
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OIL 


COST 


1  •  ^  

WEIGm* 

BRAND        «  * 

PER  ITEM  • 

PER  PINT 

V 

.  '48  02. 
38  oz. 
24  oz. 

Co^p  Salad  Oil 
Co-op  Salad  Oil 
Co*op  Salad  Oil 

$  .89 
.71 
46 

$  .30  •  : 
.30 
30 

\.  .  SOY  BLENDS 

-  •              ■  5. 

48  oz. 

24  oz. 
128  oz. 

12  oz. 
128  oz. 

48  oz. 

32  oz. 

24  oz. 

16  oz. 

16 

Crisco  Oil  <^ 
•  Crisco  Oil 
Evtrgopd  Salad  Oi( 
Hain  Garli<^n  Oil 
Wtsson  Oil               !  - 
Wesson  Oil  | 
Wesson  Oil  ' 
Wtsson  Oil 
Wtsson  Oilf 

Wesson  Buttery  Flavor  Oil 

1.14 

.SB 
2:36 
.78 
2.63 
1.05 
.73 
JEB' 
A2 
.54 

.36 
3d 
3* 
1 .01 
.33 
.35 

^.  ,  .  , — 

}  J>URESOY 

64  pz. 
32  pz. 
16  oz. 
16  02 

Co-op  Soya  Oil 
Co*op  Soya  Oil 
Co-op  Soya  Oil 
Hain  Soy  Oil 

1.55  • 
.85 
A7 
.55 

.39  ♦ 

,43 

.47 

.55  • 

^j'  CORN 

32  oz. 
48  oz. 
'    32  oz. 
16  oz. 

Co-op  Corn  Oil 
Mazola  Corn  Oil  < 
Mazola  Corn  Oil^ 
Mazola  Corn  Oil 

'  '80 
1.18 
.83 
.50 

.40* 
.39  • 

.50 

29  oz. 

t  Ajinimoto  Tempura  Oil 

1.29 

•?\.! 

16  oz. 

Hain  Corn  Oil 

.89 

.  .09-  ['^ 
 r-^  . 

?  SAFFLOWER 

32  oz. 
16  oz. 
38  oz. 
24  oz. 

CO'Op  Safflower  Oil 
Co  op  Saffl(twer  Oil 
Saffola  Safm>wer  Oil 
Saffola  SaffTower  Oil 

.60 
.39 
.88 
.61 

.35^ 
.37 

41  . 

.t 

«     16  oz. 

Htin  Safflower  Oil 

.55 

.bo 

0 

-  :  ■  PEANUT 

24  oz. 
12  oz. 
*12oz. 

Planter's  Peanut  Oil  .76 
.  Planter's  Peanut  Oil  .49 
Planter's  Popcorn  Oil  (butteir  flavor)  .63 

".51  ♦ 
.53. 
./I 

32  oz. 

Co-dp  Oliye  Oil 
Co  op  Olive  on 
t  BertotliOiliveOil 
t  BertotliOlivtOil 

o 

i  Star  Olive  Oil 
t*  Star  Olive  Oil 
t  Star  Olive  Oil 
t  Star  Oliv^  Oil 
t  Star  Olivff  Oil  , 

1.55 
.87 

.78  • 

.87  _  , 

"  ollVE 

^-      :  . 

M 

G  .... 

24  oz.  ' 
17  oz, 

•     128  0?. 
32  oz. 
16  6z. 
8oz. 
•  3oz- 

1  .19 

4.99 
*  1.66 
.94 

.29 

.91 

.62  • 

.83 

.94 

.96 
1.66 

SESAME 

16  dz. 
12  oz. 

Hain  Sesame  Oil, 
t  Nlihimoto  Sesame  Oi|| 

.79 

1.36  T 
1.05  ♦ 

*towtit  prict  within  group 


t  imported 
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Senator  ST^JVaBNjgoN;  Sliss  Hiaugen,  would  you  like  to  present  your  • 
statelnent,  and  then  perhaps  we  could'ask  bot^ji  of  you- questions? 
"M^ss: ISbtyi^^i^/ Yes;  I  huve'a  statement.  It  is  brief,  too. » We  felt, 

•  after  2  dayVj  tfiis  ^eing  tHe*3d  day  of  hearings,  we  would  make  our  ^ 
sf atefhMits* very  brief .  .  •  .      '         •'\  /  •    :  - 

•  SeAaWSTEVEi^soN.  Thank  you:  * 

STATEMENT  OF  jlEISg  BO^EGHIID  HAUGEN,  EXECUTIVE  DIEE6T0R, 
CAXIFORNfil  FARMiSE-OiONSUMEE  INEOEMATION  ^^MMI^^TEE, 

SANTA  CLARA,  CAUF.    •  ^  x^' 

■  ■       .  '  •  ^     ■      '  /    .  '  "f-         .   •  • 

Miss  Hattgen.  Mr.  Chairman,  Senator^  Taft.-You  already  know 
omy  name,  so  we  wiU  skip  that  part.      ■  .  ■  .  > 

In  your  letter  to  ^e  of  November  30  yoU  stated  that : 

We  would  beAparticularly  Interested  in  learning  about  just  how  the  consumer 
is  a^ected  by  or  bienefits  from  the  changing 'character  of  agri^lture?  including 
new  developments,  such  as  vertical  integration?  in  that  industry. 

We  regret  to  ^tate  that,  in  spite  of  iijjBw  techil^cal  ^developments, 
<the  cohsumisrs'  food  bill  continues  to  increase. 

Vertical  integration,  the  takeover  by  conglomerates  and  new  tech- 
nical 'developments,'  coupleid  witTi  deceptive  packaging  and  mislead- 
ing advertising,  has  contused  the  average  consumer  to  jthe  point 
wherejie  is  looking  for  aqtion  and  reform. 
I  We  have  a  new  breed  of  Consumers,  weaned  'and  nurtured  by  TV 
violence  and  permissive  lies  In  T^^tj^cmmercials  tm^  what  to  eat  and 
why,  who  ar^  questioning  these  so-called  20tli  centu^  anticis. 
•  Th€se  y6ung  people,  in  the  grade  schools,  high  schools,  and  col- 
lege^, are  really  questioning  our.  system  whichvhas  for  so  long  con- 
"doried  and^even*encouraged  fliese  pra6ticefs^  .  .  . 

Yoiing  housewives,  euger  ta  feed  thieir  families  cheaply  and  niltri- 
tioiisly  are'  frustrated  and  alarmed  over  the  ittcfeased  use  of ^ 
preservatives,  chemicals,  antibiotics,  pesticides,  g.ddiltives,  and  f o^Dd.* 
supi)lements. 

s  ^History  has  long  extoUed  the  American^  family  farmer  as  the  most 

•  efficient  ptodttCer  of  food  an(J  jfibre  in^^the  world.  We  spend  millions 
of  the  taxpayers'  dollars  teaching  fanners  in  foreign  lands  how  to 

^^Jicrease  their^yields  sp  as  to  feed  their  hungry  people.,  At  the  same 
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,  tune  we  are  sperfdmg  more-faiUions  of  the  taxpayers'  dollars  to  lit- 
^i^Hy  drn^the  family-owned  farms  out  of  bu&mess,  decimate  the 
*ural  areas>and  orewd.our  cities  with -unemployed,  unwanted,  and 
unskilled  famworkers  who'are  fojrced  to  apply  for  help  from  the 
welfare  departments.  ,      .  » 

J  "^^"^  "■^^  passed  on  to  the 'consumer  In  higher  food 

*    I^''^^' ™Sner  taxes,  and  smog-infested  urba;nHvuig.%  . 
J  !*^atpnce.technology?*"V^at  price  progress  ?  '  ^• 

'•  1  1       matters  if  new  machinery  picks  the  tomato  which  no-lonW. 
ipoks  like  a  tomato  ^or  even  tastes  like  a  .tomito.  The  Consumer  coSjd' 

^.  .not  care  less.  But  the  consumer  is  concerned  with  higher  food  prices, 
^  • '^SJier  taxes,  and  the  decreasing»quality  of  life.  f  ' 

H^Ta  get  richer  and  the  poor  g^t  poorer  and  malnutri- 

tion and  pellagra  are  no  Ipnger  the  exclusive  right  of  the  miderde^ 
TTetoped-couiltries  of  the  iSmUd,  but  are  on  the  increase  right  here  in 

v-'America,  the -richest  and  most  powerful  country  in  the  world,  it  is 
time  to  plug  thcfse  drehumanizing  tax  loopholes  in  cftir  system  which 
perpetuates  many  of  these  conditions:    -  J         ,  ^ 

•-    There  have  -been  Governmrait  hearings  concerning  the  plight  of 
ttlZSi^t^Z:::^''^  gomg^Jor  many,  many  .years. 

^■^^^f-t?      testimony  presented  before  the  National  Commission 
on  Food  Marketmg  m  1965  and  1966,  by  farmer  after  farmer,  many 
•  ot  whom  are  no  longer  m  business.  ■*  '  ' 

^Soine  talk  about  law  and  order  in  the  streets,  while  many  coiisum- 
ei^  talk  about  law  and  order  ii^  the  marketplace  and  what  really 
happened  to  our  free  competitive  enterprise  system 

When  farmers  are  denied  the  right  to  bargain  for  a  fair  price  for  • 
their  produce  and  farmworkers  are  denied  .a  fair  and  livable  Wage  ' 
for  their  work,  which  is  still  vitally  needed  on  the  farms,  and  con- 
sumer are  conditioned  to  buy  what  they  dqn't  really  want  or  need, 
the  future  looks,dim.       -  .  , 

A  decelit  life  for  all  Americans  'is  our  heritage.lwe  can  no  longer 
allow  the  erosipn  of  the  human  spiirit  in  our  race  for  technological 
improvements.  •  °  . 

-     Senator  Stevenson.  Thdnk  you.  Miss  Haugen.  We  will  print  your 
entire  prepare^  statement  at  this  poifit  in  the  record  - 

(The  prepared  statement  of  Borghild  Haugen  follows  •) 
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STATSl-JENT  BEK)HE  TH5  Sl2^ ATS  SUBCJOWttCtPSE  ON  IKGRMXiRX  LABOR 
SSNfAlDR  ADUI  K ,  STSVl^rSON  III,  CHAIffflAN  * 


January  13/ 1972 
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Bo!rghild  flaugen  .  .  -  . 

Kxecutiy^  Director  V  . 

CaHfoniiFFamer-^oiiailnnei;*  Infbraatiort 
■  ^  Committee 

1346  B  Pranklin  Street 
Santa  Clara,  Calif,  95050         ,  ®, 
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STAtEilEHT  TO  SUBCOISaOT  Oil  tjrGllA1!0nT  liABOR 

^  'jsr  Boaffliio  HAum,  sxEcunvB  yimiCioR  op  the 

CAUFCHHIA  FARI-DR-COSSWER  INroZIATtON  (XAKCmH 

)  smm  13, 1972 


Mr.  ChaiiTWi,      nano  is  Borghi3.d  Haugln,  «nd  I  am  the  ExecuUve  Director*^  f 
of  the  CaUfoiiiia  Fatmer-Conauraer  Information  Coqnittee,  *  iitate-wide  coaliUon. 
of  rural-urban  consumer*.   Our  Cqpnittee  i?  uuide  up  of  fanily-omed  farm  oiaiera, 
farm  onrl  retail  .cooporativo»,  rwral  olootrio,  organised  labor  caad  Individual 
Consujosra*  *  -  ^  .        ,  » 

In  your- letter  to  ne  of  Nwcmber  ^O'^you  sCattd  that  "%'e  wouild  be  parties 
uUrly  interested  in  hearing  *bout  juat  how  the  oon^uiaer  ia  affceted  by  or 
.benefits  fixrn  the  chaneing  character  of  acricultureTincludJnG  nmr  tfevelopcimta., 
such  aa  v/rticaj.  integration,  in  that  industry.**  ' 

We  regret  to'  state  thaU  in  apito  of  ritfw'teehnica^^devtlopttatita,  the  constmera 
food  bill 'cxntinues  to  increaae.  *  -  ^ 

Vertical  integration,  the  talje-over  by  conglomoratea  and  new  technical^- 
d6Y«lojracnt»,  eoupl©d  With  afdeptive  packaging  «rtd  ndiilcading  adverfcifling  hat 
conlUaed  the  avarage  conaiaaer  to  th^  point  whore  h*  is  looking  for  action  and  * 
t  reform*  . 

^  have.  a. now  breed  ^  ccncunors,  waned  and  nurtured  by     violence  and  ^ 
peratasivo  Ue*>i  TV  codbierciol*  on  what  to  oat  and  why,  who  are  questioning 
'  these  so-called  20th  century  antics, 

.  and 

These  yoiiig  people,  in  the  grade  ochools,  hLgh  schooOfl^  college*  arc  . 
really  questioning  our  system  lAiicb  hus  Xbr  so  Icng  condoned  «d  even  encourar^d  - 
'  these  practicest 
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Tome  housewives,  ea^jcr  to  Teed  their  families  cheaply  imd  nutritiitisly 
are  frustrated  and  alarncd  over 'the  increased  use  of /preservatives,  chonicals,  % 
antibiotics,  pdsticidec,  additives  and  food  cuppl'^ritents,     ^  ' 

History  has  long  oxtoUcd  the  Ameritfan  Facdly^Famor  as^thc  most  eflicimt ' 
producer  of  ijood  and  flhre  in  the  i;orld.  %  spend  niTLions  df  the  taxpayers 
doUars  teaching  famero  in  forcisn  lands  hou  to  increase  their  yields  so  as  to 
^   ^         feed  their  hungry  people.    At  the  sano  tine  ue  are  spending  mrt  nilHons  of  J 
the  ttcip^yora  doUars  to  llteralLy,  drive  the  fcmily-ow  cd  f arrts  out  of  business, 
dccijnate  the'ruria  areas   end  crotid  our  cities  vdth  undrnployM,  unwantsd  end/  • 
unskilled  farm  vjQrkero  i^o  are  forced  to  apply  for  hoij  trom  ths  ij^lfars  dopartnents 
•  All  of  theco  costs  arti  passed  on  to  the  ccnsuii^r  [in  l^s^or  food  prices, 
»•  higher  flaxes  and  sciog^infcatcd  urban  livinr.      1"       '  ' 

♦Vft^at  pr^co  technolo*Ty?  Vtot  price  progress?*        ;  "  ^' 

l^hat  matters  if  new  machinery  picks  tjie  tomato  VJhich  no  'longer  looks  nke 
a  tomato  or  even  taotcs  Uke  a  tomato.    The  consumer  coii^jd  not  care  loss,   But  the 
*  consumci*  is  conccnjcd  vdth  higher  food  prices,  higher  taxes  and  the  decroaoing 
,  quality  of  life.         ^  \ 

,  "l^en  tha  ilch  get  richer  aid  the  poor  get  poorer  end  malnutrition  find 
pojjlagra;  are  no  l^er  the  exclusivi  right  of   the  underdeveloped  countries  of 

but  a»cn  the  increase  riVht  hero  in  America^  the  richest  and  most 
povierrul  country  in  the  vwrld,  it  is  tflnq^o'pXug  those  dchumani;!ijf|5.  ta5c  loopholes 
in  our  system  wliich  perpetuates  mtmy  of  those  conditions*  ,  •*» 

There  haye  boai  govermicnt  lioatdngs  concerning  the  plight  oXyihe  farmoi» 
and  tha  ;fam  wrkera  going  on  for  many  many  yeara.   But  the  condition  only  wrsens, 
I  i-ef er  to  the  testimony  presented  bof ope  the  National  Commission  on 
♦       Food  Marlcoting  in  196'5  and  1966,  by  farmer  after  farmer,  many  of  vjhom  are  no  longer 
in  business.  ; 
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Somo  tcLUc  a^ut  lau  and  <n:dor  in  the  streets,  TfrtiiXe  nany  cortsmors  ta3ic 
about  law  *id  order  in  the  maricot  plafce  and  what  really  happened,  to  our  fre© 
conpotitiye  entorprlso  syafcem.         .,t .  , 

♦.fticn  farmers  arc  denied  th<j  ri^ht  to  bargain  for  a  fair  price  'for  their 
*  produce,  end  farm  writers  aro  denied  a  fair  and  livible  irage  for  their  work 
t<hich  is  still  vitally  needed  on  the  fams,  and  consumers  are  conditioned  to 
buy  tjhat  thoy  dent  really  v.-ant  or  need  tho  fatii/o  lx)oks  dim*  . 

A  decentylifo  for  all  Araoricans  io  our  h^rij&sd.      •  V/t  can  no  longer 
allow  the  erosion  of  tlvo^uman  spirit  in  our^ace  for  technolos'ical  iraprovtJTKsnts, 
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Se?iator  St^nson.  At -this  point  in  these  hearings,  I  would  like 
to  agrep  with  what  j^ou  say,,  certainly  with  your  statement  abont  the 
death  of  free  enterprise  m  American  agriculture. 

American  dream/'of  free  men  tilling^  and  working  the' soil 
that  they  own  is  turning  infc  a  nightmare,  from  what  I  have  seen  of 
rural  America.  In  spite  of  ^ur  devotion  £o  the  free  enterprise  sys- 
tem, It  IS  beginning  to  appear  that' the  mdst  efficient  unit  of  produc- 
tion, namely,  the  family  farmer,  is  the  one  who  is  dying  out  to  the 
benelit  of  the  most  inefficient  unit  of  agricultural  production,  the 
large- syndicate  fanner,  or  the  large  corporate  or  conglomerate  acri- 
busmess  enterprise  in  rural  America.  We  are  interested  in  getting  at 
the  reasms  for  this  phenomenon  in  rural  America,  which  as  you  also 
point  ouls  leads  not  only  to- the  dehumanization  of  life  in  rural 
America  but  ajso  the  dehumanization  of.  life  in  urban  America,  as 
tiie  mipation  continues  from  the^ountryside  to  the  cities. 

You^mentioned  the  tax  loopholes  which  oflFer  agribusiness  and  syn- 
dicate farmers  incentives  to  go  into  farming.  We  have  heard  a  lot 
about  the  tax  loopholes  and  we  want  to  take  a  long,  hard  look  at  the 
tax  benehfs  to  the  absentee  landowners,  and  to  the  rich  and  to  the 
powerful. 

But  wha^;  else  is  happening  in  rural  America  besides  the  tax*pref- 
erences  for  the  agnbusanesses,  the  conglomerates,  and  the  SyncKcate' 
farmers  i  Are  there  other  policies  or  activities  of  <]}overnment,  that 
you  know  of,  which  seem  to  be  responsible  for  this  continuing  trend  ' 
m  niral  America?  -  " 

Miss  Haugen.  You  have  the  increasing  taxes"  on  property  where 
farm  property  is  based  on  thq  current  retail  value,  instead  of  on 
What  ho  can  get  on  his  acreage,  and  so,  naturally,  he  can't  aflford  to 
continue  m  business.  His^interest  rates  on  money,  he  can't  aflford  to 
borrow  the- money,  and,  even  jf  he  did,  he  can't  get  a  price,  the 
farmer  can  t  get  a  price,  he  can't  get  the  price  for  the  products  that 
he  18  growing.  ,  off  ^ 

fienator  SravENsoN.  Arc  you  suggesting  he*  gets  a  lower  price  for 
his  product  than  Tenneco  gets,  or  the  syndicate  farmer  gets,  for  the 
same  product?  . 

Miss  Haugen^  I  4pn't  know  what  Tenneco  gets,  but  I  have  been  to 
piiougli  heanngi^  of  fanners  where  I  know  that  they  are  riot  getting  . 
very  much,  they  are  not  getting  enough  to  cover  their  costs  on  what . 
thoy  are  producing.  . 

Senator  SravENsoN.  Speaking  of  marketing— and  I  hope,  Mrs.  ^ 
VVoMl,  you  will  feel  free  to  answer,,  too— what  has  happened  to  the 
old /farmers'  market?  It  seems  to  me,  even  in  my  short  lifefime-,  the 
housewife  could  go  to  the  farmers'  market,  and  she  could  buy  a  to- 
mato that  tested  like  one.  She  could  buy  good  quality,  veto'tables  at  a 
low  price*  It  seemed  to  me  to  be  a  pretty  great  institution  for  the 
housewife  and  for  the  farmer,  too.  He  could 'bypass  the  middleman 
and  sell  directly  to  the  consumer.  Wliat  has  happened  to  the  farm- 
ers market  and  how  does  the  Berkeley  Co-op  buy  fresh  fruits  and 
vegetables  J  Do  you  buy  from  b>g-nrocessors,  marketing  associations, 
or  do  you  buy  direct  from  farmers  f 

Mrs.  Wood.  We  buy  in  a  lot  of  diflferent  ways.  Much  of  our  buy- 
mg  IS  still  m  the  local  produce  mftrketa,  which  is  from  fairly  small 
to  medium  sized  people  as  I  understand  it.  In  other  words,  our  buy- 
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ers  still  buy  a  lot  of  our  fresh  produce  in  Oakland  and  in  San  Fran- 

CISCO.  r.  ,  '  , 

I  am  aot  an  expert  in  this  area,  butJTiave  heaj^d  how  it  isj^ojie. 
We  have  some  contracts  with  growers  and  it  actually  does  save  >us 
money  if  we  can  buy  a»  carload  of  something  at  a  time.  In  other 
words,  it  saves  us  money  when  we  are  buying  enough  tjo  get*  potatoes 
or  oranges  in  very  large  quantities,  put  we  still  deal  with  a  lot  of 
Very  small  and  medium  size  growers.  .  .  i. 

'  I  would  like  to  give  an  example.  You  asked  what  else  is  happen- 
ing. I  lOiovf  a  Mandarin  orange  grower  who  can't  bring  his  Man- 
darin oranges  into  our'warehouse  because  tlier©  are  State  regulations 
on  the  size  of  the  boxes  that  are  allowed  to  go  into  a  warehouse. 
Senator  Stevenson.  What  are  the  ;r\>asons  for  that  particular  reg-^ 

Illation?  ^  -.  .  1.  1 

Mrs.  Wood.  I  don't  know  the  reasons,  and-  there  may  be  people 
here— but  there  are  often  very  restrictive  State  regulations  on  sizes 
of,  let's  say,  the  actual  size  of  a  Mandarin  orange  and  the  boxes  that 
they  are  allowed  to  enter  a  warehouse  in.  He  packs  his  oranges,  his 
Mandarin  ordnges,  for  consun^ers  in  8-pound  bags,  and  it  is  not 
legal  in  California.  I  mean,  it  is  a  very  strange  situation.  There  are 
many  little  formers  liere  who  could  probably  tell  you  about  it.  ^ 

Senator  Stevenson.  It's  been  suggested  before  in  these  hearings 
that  some  regulations  are  concerned  not  with  tjie  nutritional  valu^ 
or  the  safety  of  the  foods,  but  with  the  appearance  of  the  foods.  1 
\  don't  know  whether  that  would  be  the  reason  in  this  c^ase.  Perhaps 
boxes  are  required,  as  opposed  to  bags,  in  order  to  pre^rve  not  the 
qualify,  hut  the  appearance,  of  the  orange.  Do  you  encounter  this 

kind  of  filing  ?  ^  -  ,  i    i.  xt.    i  i.  m 

Mrs.  WooB.  I  would  say,  again,  I  don't  know  enough  of  the  details 
of  What  inspectors  look  for,  but  I  would  ^ay  that  there  probably  is  a 
lot  of  very  nutritious,  good-tasting  fruit,  in  particular,  probably 
vegetables  in  California,  that  is  not  allowed  to  be  market^id  because 
they  ^0  not  meet  size  specifications  or  a  blemish  specification,  and 
there  is  a  iQt  of  stuff  that  is  dumped.  \  ,  ^  .  .    .  " 

I  thinkrthat  this  may  be,  in  the  long  run,  helpful  to  faTmers,  or 
maybe  to  big  farmers.  I  w^ild  like  someone  else  to  talk  on  t\\at.  15ut 
much  good  stuff  is  rejected  because  of  superficial  reasons  and  it  is 
{-usimlly  state  regulations.  \  . 

Senator  Stevensois-.  Do  you  have  any  .observations  to  make,  about 
the  farming  practices,  including  the  use  of  pesticides  and  chemicals, 
and  their  effects  on  the  nutritional  value  and  the  safety  pf  vegeta- 

Mrs  ^*1^D^  I  would  say  I  am  very  much  in  the  middle.  I  ^vish 
that  we  could  produce  fruits  and  vegetables  with  no  pesticides.  1 
think  that  at  this  time  this  is  probably  not  possible.  I  t^ii^K,  as 
'    Borghild  said,  that  many  consumers  are  very  worried,  and  1  get  tnis 
'  kind  of  a  worry  several  times  a  week.  I  think  people  arc  worried 
'  with  reason,  because  I  think  the  attitude,  particularly  of  the  big 
farmerSv  is  to  try  to  get  the-rrnaximum  production  today  and  not 
worry  al)Out  tomorrow.  There  are  many,  many  cases  I  have  heard  ol: 
where  you  could  use  a  pesticide,  but  use  one-t4^nth  as  much  as  is  used 
or  in  a  very  specific  area,  and  I  tliink  some  people  are  unduly  wor- 
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ned  about  this.  Many  peopM  are  , -unduly  worried.  They  s  will  say, 
there  are  preservatives  in  cannbd  tte'as,  wh^t  Am  I  going  to  do  about 

.  thoee  preseVvatives?  There  are  preservatives  in  green  beans,  they 
will  say,  wh^ii  thejfe  aren't.  Copsunlers  are  often  so  concerned,  and 
with  reason,  that  they  worry  aboUt  many  things  that  aren't  a  con- 
cern. '  / 

But  I,  as  a  citizen  and  as  4  nutritionist,  am  concerned  about  hor- 
monc^m  meat  m  the  long  njn/and;  about  pesticides  in  the  long  run, 
both  in  terms  of-  our  bodie^^nd  in  terms  of  ecology. 

Senator  Stevekson.  Db  y6u  think  it  is  fair  to  say  that 'there  is 
suflicient  competition  in  tU  retail  food  business  to.  have  a  healthy 
elrect  on  prices?  /         /  ■ 
Mrs.  Wood.  Ye&.        /  J  ^  ' 

Senator  Stevenson.  .There  Is  pretty  clearly  at  this  point  a  great 

*  ^  •  of  competition  at  the  producing  level  and  ih  the  wltolo  food 
chain.  Ihoro  is  competition  among  farmers.  But  there  is  increasinir 

,  evidence  of  unfair  competition  because  of  tax  loss  farming  which 
mak«  It  very  difficult  for  many  farmers  who  have  to  make  a  profit 
m  order  to  stay  m  business  and  live.  , 

"One  of  the  consequences,  of  course,  is  the  continuing  concentration 
of.  land  owgprship  m  the  hands  of  fewer  and  fewer  producers,  such 
as  the  syndicate  farmers,  the  corporations,  .and  'conglomerates.  As 
purchasers  of  farm  products  are  you  concerned  about  the  "possibili- 
ties of  nrtonopolization  of  farming  and  the  impuct  that  the  gradual 
monopolization  of  land  ownership  and  fruit  and  vegetable  farming 


Mrs.  Wood.  I  can't  say  it  is  something  wo  have  worried  about 
every  day,  but  certainly;  in  the  long  runi  we  would  worty  about  it. 
\  tV^^'^^r  Stewinson.  It  is  not  something  you -worry  about  today? 
i  Mrs.  Wood.  Any  monopoly  would  prdbably  hafo  this  effect  of  in- 
Ireased  prices.  .  * 

I  might  say  that  the  policy  of  the  Coiop  is  to  buy  from  farm  co- 
ops wherever  passible.  Not  all  of  our  things  are  from  farm  co-ops 
but  whero  other  things  are  equal  the  polipV  is  to  buy  from  farm  co- 
ops}-  and  most  of  those  are  cooperatives  of  l^all  anS  medium  grow- 

^nator  Stevenson.  Wliat  I  am  suggestiiig  is  that  the  small  and 
medium  growers  may  no  longer  be  with  iis  if  something  doesn't 
change.  Ihen  you  -will  bo  forced  to  buy  from  fewer  and  fewer  very 
argo  growers.  There  is  that  danger,  6f  grUing  concentration  of 
land  ownership  and  food  production  ih  tho^hWds  of  a  few,  with  all 
of  the  opportumties  that  they  would  then  havolto  control  prices. 

Are  you  also  concerned  about  the  growing,  tWnd  towards  monopo- 
lization of  food  precessing?  ,  [ 

Mrs.  Wood.  I  cart't  say  that  I  know  enough  about  that.  In  the 
'  larger  picture,  I  think  that  the  small  processor  or  the  medium  ones 
that  wo  buy  ^from  are  having  more  and  more^  (if  a  squeeze,  that  this 
ditforcnco  in  terms  of  the  price  that  tpo-get  i^  narrowing  some  be- 
cause of  the  eosts  to  the  small  person,  ^r  to' rtut  it  the  other  way, 
these  efficiencies  that  the  large  guys  have  are  ^blowing  up  io6re.  This 
IS  a  statement  to  me  by  pepple  who  are  involed.  i^i  buying. 
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I  would  like  to  say  one  more  thing  about  the  attitude  of  consum- 
ers for  the  flight  of  the  farmers^  and  the  farm  workers.  I  think 
many  consumers,  if  they  knew  tlie  situation,  would  be  willing  to  pay 
more  if  the  farm  workers  had  decent  wages.  At  our  co-op,  for  in- 
stance, (Jvery  co-op  membef  did  without  grapes  for$  I  think  it  was  3 
years.  Wo^ust  did  not  have  any  grapes  for  that  period,  and  most- of 
them  didn't  buy  any  elsewhere.  They  were  willing  to  do  .without 
something,  and  sometimes  they  are  willing  to  pay  more  when  there 
is  a  choice  along  this  line.  '  .  * 

Senator  Stevenson.  Miss  Haugen  has  made  the  suggestion  that 
'  the  consumer  might  be  able  to  pay  less  for  bettOT  quality  foods^  if  he 
had  better;  access  to  tlio  marketplace.  This  mig^ht  be  assured  if  tjie 
family  farmer  had  a  chance  to  continue  farming.'  Our  policies,  at 
least  from  what  we  have  heard  so  far>  are  determined  to  drive  him 
out  of  agriculture.  So  I  am  just  not  sure  at  this  point  that  it  is  nec- 
essary to  suggest  th^  the  consumer  even  has  Jbo  pay  more.  The  con- 
sumer might  be  able  t^  pay  less  if  we  liad^a  free,  fair  system  of  en- 
terprise at  the  producing  level  in  agriculture. 
Senator  Taft,  would  you  like  to  ask  some  questions?  •  ' 

Senator  I'aft.  Thank  you,  Mr.  Chairman.    '  ^ 
Mrs.  Wood  and  Miss  Haugen,  first  of  all,  let  me  comtiend  you  for 
undertaking  the  important  job  today  of  consumer  education  m  these 
fields.  I  believe  that  many  consum^er  pfolJlterns  can  be  assisted  by 
informing  the  public. 

At  the  same  time,  I  think  that  problems  are  .perhaps  not  as  blacky 
and  white  as  you  point  them  out  to  be.  Wo  are  particularly  con- 
cerned with  maintaming  small  farms  and  preventing  a  combination 
of  production  of  agricultural  produce  by  increasihgly  large' corpora- 
tions. First  let  us  examine. the  question  of  nationally  advertised 
brands,  which  Mrs.  Wood  said,  I  think,  on  the  average  were  being 
sold  at  something  like  15  percent  or  so  over  the  special  brands  or  the 
co-op  brands  of  your  organization.      *      '  • 

Is  there  any  indication  as  to  whether  or  not  this  difference  is  re- 
lated to  the  actual  cost  of  production  Mn  other  words,  are  the  prices 
*  l)C*ing  set  necessarily  with  relation  to  tlie  relative  cost  of  production 
of  the  oasic  produce?  Do  you  have  any  evidence  of  the  actual  pro- 
eduction  cost?  /• 
^  Mrs.  Wood.  No,  I  don't  have  evidence  about  the  cost  of  production 
of  national  brands  versus  private  labels. 

Senator  Taft.  I  am,  not  talking  about  the  final  product.  I  am  in- 
terested in  vhat  comes  off  the  farm,  what  the  farmer  gets  paid  for, 
whether  he  be  large  or  small  or  corporate  or  individual.  I  do  not  be- 
lieve a  15  percent  differential  in  cost  necessarily  is  reflected  or  is  re- 
flecting the  cost  of  production  to  th(5  farmer  of  the  J)drticiilar  item. 
Do  you  have  any  evidence  that  it  is  related  ?  * 
Mrs.  Wood,  ^fo,  I  don't  have  evidence  tthat  it  is  related^ 
My  point  was,  if  there  is  any  difference,,  the  largo  company  should 
be  able  to  do^it  at  a  lt)wer  price.  ^ 

Senator  Tapt.  Perhaps  not.  We  have  had  evidenjjg  both  ways  on 
that  subject.'  ' 
Mrs.  Wood.  The  cost  to  our  wholesale  is  related  to  this  same  cost. 
Senator  Tapt.  J  can  luiderstandi  that,  but  into  that  goes  a  lot  of 
other  costs,  such  as  transportatioij  and  marketing.  As  a  matter  of 
"  *  \*\ 
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.  fact,  is  it  not  true  that  the  cost  of  the  national  brand  or  the  price  of 
the  national  brand  may,,  indeed,  be  based  not  so  much  on  whaPsthe 
actual  cost  of  production  of  a  particular  item  was  but  also  on  wftat 
•Uie  traffic  will  bear  m  view  of  the  national  advertrsinir  that  h«i 
.  occurred?  '  .  ^ 

Mrs.  Wood.  Exactly.-  .  - 

Senator  Taft.  That  seems  to  me  what  you  are  saying.  It  is  inter- 
esting and  It  IS  an  important  fact, 'and  something  I  think  we 
aetmitehr  should  recognize.  I  believe  this  is  important  from  the 
point  of -view  of  consumer  eduEation,  but  it  .does  not  necessarily  go 
back  to  the  basic  question  of  i)roduction  at  the  farm  level  of  the 
particular  items  going  into  these  products. 

You  talked  now  about  national  brands  and  deceptive  advertisinir 
and  the  like.  Is  it  not^true  that  some  national  brands,  are  produced 
■  by  marketing  organizations  comprised  of  many  small  Jarmers?  For  ♦ 
.instance^  we  had  before  us  yesterday>me  very  small  farmers  in  the 
production  of  almonds  jtvho  were  very  worried  about  the  corporate 
farms  going  mto  this  field.  These  farmers,  however,  were  members 
Of  associations  of  small  growers  of  almonds  who  are  marketing 
rfeme       °    presumably  are  marketing  imdei-  a  national  brand 

Is  it  not  necessary  for  these  t|rpe  of  arrangements  to  continue?  " 
Miss  IlATTto.  Vo  you  mean  the  cooperatives,  the  almond  growers 
who  join  the  cooperative  and  sell  their  product?  ^       .  '    .  . 

Senator  Tact.  They  may  or  may  not  become  a  nationally  adver- 
tised branU.  home  of  •  the  marketing  cooperatives  are  nationally 
advertised  brands,  are  they  not? 
Miss  HAUGI5N.  Some  of  them.  I  don't  think  that  when  you  buy 

almonds  m  the  grocery  store  you  know  which  brand  it  is. 
benator  Taft.  What  about  raising  ? 

Miss  Haugbn.  Yes,  you  have,  they  kre  fairly  reasonable, 
benator  Taft.  Wliat  about  oranges? 
.  Miss  Haugen.  Tliey  are  fairly  reasonable  prices. 
•    benator  Taft.  Tliese  are  nationally  advertised  brands  that  are  in 
competition  with  ^our  co-op.  • 

afiss  Haxtoen.  This  is  fresh  produce  you  are  talking  about  and 
these  are  processed  and  mamifactured  products.  I  think' there  is  a 
diirerenco  there. 

Senator  Tact.  Wlien  you  get,  to  that  level,  yes.  We  are  concerned 
primarily  with  thp  first  level,  the  farm  level. 

Miss  Haxtgek.  The  small  farmers  who  belong  to  a  cooBerative  are 
better  off  than  those  Who  don't,  of  cdurse.  Maybe  that  is  the  answer, 
lliey  Have  a  chance  of  bargaining  and  they  are  concerned  over  Ten- 
neco  when  they  already  have  a  market  and  then  Tenneco  can  come  in 
and  put  m  lumdreds  of  thousands  ofUBTtt^^f  almonds  and  then  they 
are  going  to  lose  this.         *  .  , 

Senator  Tact.  This  is  the^problem  with  which  we  are  directly  con- 
cerned, but  it  IS  not  necessarily  related  to  the  ultimate  price  to  the 
consumer  or  to  the  national  brand  or  non.iiational  brand  characteris- 
tic of  the  foods  involved.  I  am  trying  to  sort  out  between  apples  and 
oranges,  so  to  speak.  ,  , 

Miss  IlAtroEN.  ^Vliy  don't  you  say  lemons,  2  for  23?  You  can  go  to 
ahnost  any  supermarket  and  store  in  the  State— and  we  have  a  lot  of 

0.  ^ 
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,     lemons  in  California,  both  kinds,  you  know— but  2  for  28  cents,  that 
_  is  a  hell  of  a  price  to  pay  for  lemons  in  California.  - 
"^^^tenatoi:  Taft.  And  they  are  marketed,  many  of  them,  through 
cooperjatives,  aren't  they?  ^  - 

Miss  Hattoen.  Not  all  of  them. \  „.     ,  ' 

Senator  Taft.  There  are  natiorial  brands  selling,  lemons,  are  there 
not^    s  •  • 

Miss  Haitoen.  They  are  a  little  high.  They  are  still  2  for  23  cents. 
Senator;  Taft.  I  want  to  take  issue,  while  w^  are  on  this  subject  in 
this  vein,  Miss  Haugen,  with  your  testimony  to  the  effect  of : 
^natters  if  new  machinery  piok^  the  tom^a  which  no  lohger  looto  , 
,like  a  tomato  or  even  tastes  like  a  tbmjrtot*  The  consumer  \could  npt  - 

c^^re  le^s.*  i         •  •       .       *  '  •   '\f  #  — .         \  . 

I,  as  4)ne  consumer,  happen  to  Tike  tomatoes.  We  groW,  great 
many  of  them  of  rather  high  quality  in  Ohio.  -,.11  ri 

isiiss  Hattoen.  I  mean,  these  funny  shaped  things  that  look  like  a 

^^Senator  Taft.  I  do  care.  You  say  the  consumer  doesn't  care*  I 

think  the  consumer  does  calre.  ,   c  \ 

Miss  Hatjgbn.  I  think  the  consumer  does  care.  \.    A  x' 

Senator  Taft.  The  consumer  cares  very  much  whether  the  tomato 

is  of  a  good  quality.  ;  ^'    ,  ui  '  * 

Miss  Haitoen.  Indeed,  they  (^are,  but  I  mean  they  could  not  care 

aboiif  producing  a  new  machine  that  is  going  to  pick  something. 
Senator  Taft.  I  agree.    ,    .  • 
Miss  Hattoen.  And  it  doesn't  taste  godd.  ,      a '  ' 

Senator  Taft.  I  think  this  det)ends  on  how:the  job  is  done,  bome 
•  are  done  by  cooperative  and  some  are  done  by  other  national  con- 

cems.  '  ♦! 

Miss  HAtramj.  They  need  more  research  on  the  type  of  the  seed  or 

something.  .    .     ,  ^ 

Senator  Taft.  Let  me  talk  for  a  mmut«  about  your  organissation, - 
Mrs.  Wood.  It  is  a  consumer  cooperative  at  Berkeley  with  62,000 
member  families.  You  operate,  I  take  it,  a  chain  of  grocery  stores  f 

Mrs.  Wood.  Yes.  .  «  ,         -  . 

Senator  Tavt.  How  many  employees  do  you  have  operating  these 
stores?  Do  they  also  operate  the  processing  companies  tliat  produce 
the  material  we  have  here  in  the  exhibits?  , 

Mra.  Wood.  No;  they  don't  operate  the  processing  company.  Our 
own  co-op  has  nine  centers  and  nine  stores.  We  are  members  and 
•  also  owners  of  a  wholesale,  which  is  at  the  same  address  in  Rich- 
mond. That  wholesale  services  us  and  a  Palo  Alto  co-op  and  a  tew 
other  smaller  co-ops  in.  California.  We  aroj  m  turn,  members  of  the 
national  wholesale  that  owns  a  lot  of  these  labels,  and  probably  co- 
ops in  Ohio  would  have  the  same  label  on  the  peaches,  or  lets  say 
the  applesauce,  as  we  do  here,  but  the  applesauce  m  our  case  would 
come  from  Sebastopol  and  in  your  cas(i  it  might  come  from  Michi- 

^^cnator  Taft.  Store  managers, ^presumably  manage  each  of  these 
.  stores?  '  .      .  ^ 

Mrs.  W^ooD.  Yes.  • 
Senator  TaVt.  Wlio  are  paid  on  a  salaried  basis?  '  ^ 
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,  Mrs.  Wood.  Yes.  Wo  have  about  500  employees,  I  think,  in  the 
Berkeley  co-op.  Tlie  wholesale  is  a  separate  but  related  organization. 
Bi\t  we  iwJntract  with  suppliers  who  ar^  somethnes  co-ops.  JThe  milk, 
for  mstaiice,  IS  Land  o'Lakes.  *^  \     /  ' 

Senator  Taft.  As  to  these  store  managers  and  the  oxecutiveSr  are 
,  they  men  of  ability  in  this  field? 

Mrs.  Wood.  Yes. 
'    Senator  Tapt.  You  Jiave  been  in  business  for  some  tinje  ?' 

Mrs.WooD.  Yes,  85|  8T  years,  smce .the  middle  of  the  1930's;  .  . 

Senator  Tait.  Do  you  have  a  president  of  your  concern? 

Mrs.  Wood.  Yes..  .  * 

Senator  Taft.  How  long  has  he  been  president  of  the  concern? 

Mrs.^WooD.  He  has  been  president,  we  have  a  board,  he  is  elected 
to  tlie  board  by  the  members.  Wo  have  pur  annual  meeting  tomorrow 
»ight,  by  the  way,  and  you  would  be  welcome.  But  h^  is  elected.'! 
think  he  has  been  president  just  this  past  year,  bufhe  is  on  the 
board  for  5  years.  , 

Senator  Taft.  He  is  paid  a  salary? 

Mrs.  Wood.  No  ;  the  board  members  are  not  paid.  They  hire  the 
managers.  ''r  - 

Senator  Taft.  The  storamanagers  are  paid  themselves  ?  • 
Mrs.  Wood.  Yes;  .  > 

Senator  Taft.  And,  presumably,,  comparably  with  other  store 
managers  or  you  wouldn't  get  first-quality  people  ? 
Mrs.  Wood.  Yes.  ^ 
Senator  Taw.  Docs  the  cooperative  pay  an  income  tax? 
Mrs.  Wood.  3?he  cooperative  pays  an  income  tax  on  any  undis- 
bursed saving  in  any  consumfers^  cooperative,  the  savings  go  back  to 
the  members  m  proportion  to  how  mucli  th&  members  shop  and  how 
much  was  saved.  It  is  a  little  bit  likeleftd'of  the  year  blue  chip 
stamps  in  a  way.  ^  ^  ^V^ 

Senator  Taft.  How  much  income  tax  did"  your  cooperative  pav 
last  year?  ^  Mf  f  j 

Mrs.  Wood.  I  don't  have  the  figures  here.  I  could  cet  them  for  ^ 
you*  .  ^  » 

genator  Taft.  Do  you  think  they  did  pay  one? 

/Mrs.  Wo^D.  They  paid  some  income  tax.  Tliey  pay  property  t«x  ' 
tm  same  as  everyone  else.  . 

.  Senate  Taft.  But  the  basic  policy  is  distribution  at  thei  end  of 
t^ieycar? 

i  Mrsr.  Wood.  Tliat's  right,  to  members  in  proportion  to  how  much 
they  patronize  the  store. 

Senator  TA*r.  And  there  is  no  cor  juration  income  tax  paid  on  it! 

Mrs.  Wood.  No.  As  far  as  I  understand  it,  any  business  can  do 
this,  any  business  can  refund  to  patrons  money  of  this  sort. 
I   Senator  Taft.  A  corporation,  however,  if  it  makes  a  profit  before 
jit  makes  any  distribution  by  way  of  dividends  has  to  pay  a  corpo- 
rate income  tax,  does  it  not? 

;  Mrs.  Wood.  No  :  but  I  think  several  years  ago  when  an  automobile 
company  was  refunding  $50  to  everybody  who  bought  a  Nash  (* 

^whatever  rt  was,  they  didn't  pay  income  tax  on  that  $50, 

Senator  Taft.  How  about  a  "mom-and-pop**  store  doWn  the  block 
which  a  family  is  attempting  to  operate  and  make    profit  on.  If 
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'  thoy  make  a  profit,  they  pay-  a  personal  income  lax  on  it,  do  they 
not?  .  /  J  "  ■■ 

Mrs.  Wood.  Yes;  but  if  they  refunded  some  of  that  to  the  people 
'  who  shopped,  they  wouldn't  pay  it  on  that  part.^  ^ 

genator-TAFT;     would  be- a  gift  ta?c  thon,  xf  they  went  over  the 
*  ^ft  tax  limjt,  but  they  would  not  get  any  income  tax  (deduction, 
.  would  they,*  for  -a  gift  to  'their  cu^omers  once  they  collected  the 
money?       f  '  *    .  •  '  . 

Mrs.  Woolvl  think  you,  could,,  let's  go  back  to  the  blue  chip 
.  stamps.  I  think  that  Safeway^or  anybody  giving  blue  chip  stamjps 
dbesjiot  

Senator  Tapt.  That  is  an  expense  of  doing  business,  a  proijciotion; 

Mrs.  Wood.  But  any  business  can  refund.  I  go  to  a  department  . 
store  that  ^ves  some  kind  of  a  funny  dividend  thing  and  you  collect 
it  at  the-  end  of  the  year.  They  don't  pay  income  tax  on  the  divi- 
dend. *  -  ^  ' 

Senator  Taft.  That  is  a  discount  they  are  ^ving  actually ,4^  it 
not?  ^ 

Mrs.  Wood.  Yes;  it  is.  But  in  a" certain  sense  the  co-op  is  tlie  same, 
but  a  co-op  figures  it  out  at  the  end  of  the  year, 

'Senator  Taft.  Tho  co-on  members  own  it.  It  there  is«any  profit %i 
the  operation,  in  effect  it  is  distributed,  and  distributed  without  any 
prior  tax  to  the  co-op  members.  I  dpn't  see  anything  wrong  with  it* 

I  might  say  I  have  been  in  favor  of  cooperatives  for  'many  ybara. 
I.  am  just  trying  to  bring  out  that  there  are  tax  advantages  which 
cooperatives  have  in  comparison  with  the  individual  proprietorship 
that  I  think  also  are  subject  to  review,  and  any  time  we  set  tax  laws 
it  should  be  understood  that  they  are  going  to  liave  some  competi- 
tive effect  between  the  various  concerns  that  are  involved.  I  am  not 
saying' what  is  right  er  wrong;  I  am  just  trying  to  point  out  that 
there  are  tax  advantages  to  coopcrati'^es,  too. 

Mrs.  Wood.  But  I  think,  if  you  look  at  those  tax  laws,  it  is  not 
something  that  is  exclusivo  to  cooperatives.  The  savings  in  the  busi- 
ni»ss  at  the  end  of  the  year- 
Senator  Taft.  I  don't  agree  with  you  on  that.  I  have  to  say  it  is 
exclusive  to  cooperatives  and  I  see  iipthing  wron^  with  it  being 
exclusive  to  cooperatives.  It  is  a  form  or  a  method  of  doing  business 
th^  has  boon  developed  in  this  country  with  which  I  happen  to 
agree.  It  has  done  a  tremendous  job  in  many  areas.  But  we  nave  to 
recognize  that  any  tax  system  we  sot  ,up,  there  Are  going  to  Ws 
advantages  that  occur.  Wliat  wa  have  to  decide  is  whether  or  not 
those  advantages  are  equitable  and  desirable  advantages.^  That  is 
really  what  we  are  trying  to  assess  now  as  to  the  entire  agribusiness. 

If  losses  are  being  used  on  a  kind  oi  loss-leader  basis  to  promote' 
unfairly  an  advantage  for  some  producers  over  others^  I  am  deeply 
concerned  with  it.  But  I  don't  thmk  you  can  just  talk  in  the  abstract 
about  tax  advantages  to  one  group  or  another,  particularly  from  a 
cooperative  point  of  view.  That  is  all  I  have. 

Senator  Stkvenson.  You  Ivave  both  'talked  about  vegetables,  and 
niost  notably  the  tough-skinned  Jomato  developed^  to  be  picked  and 
packaged  instead  of  to  ho  eaten.  In  fact,  the^  1st  day  of  hearings 
t)eforo  you  got  here,  Satiatorv  Taft,  I  mentioned  that  infamous 
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tomato.  It  used  to  be  that^we  could:  campaign  with  impunity.  Sdme- 
body  would  throw  a  ,  tomato  at  us  arid  we  didn't  have  to  fear  a 
serious  wound.  •  .    .       ■  , 

Do  you  iavp  any  opinions  about  the  activities  of  publicly  sup- 
ported coUeges,  namely,  the  Land  Grant  Colleges,  which  are  helping 
to  develop  these  weapons,  tomatQes,<'and  other  vegetables?  They  are 
also,  I  gather,  helping  to  develop  machines  which  pick  them.  One 
^^atIless  before  this  subcommittee  estimated  that,  of  the  agricultural 
services  of  the  University  of  California,  about  95  percent  were 
invested  ^  the  development  of  new  technology,  maybe  2  percent,  at 
most,  to  the  social  unpact , of  technology  on  .agriculture  and,,  rural 
America. 

What  is  y6ur  opinion  about  such  activities  and  such  publicly  sup- 
ported colleges,  and  are  there  things  that  they  should  be  douig  to 
help  with  the  development,  not  of  leather-skJimed  tomatoes,  but  of 
edible  and  nutritious  food  products? 

Miss  H&xjGBN.  They  are  beginning  to,  they  haven't  in  the  past,  but 
they  are  beginning  to- become  quite  aware.  I  thihk  when  the  recent 
conference  on  Jood  and  nutrition,  the  first  White  House  conference,' 
1  thini:,  that  Prraident  Nixon  arranged,  and  we  were  invited  to  that, 

t™^?t"«^as  quite  an  eye-opener  because  the  food  industry  was  very 
much  disturbed.  They  thought  they  had  been  doing  a  .terrific  job, 
and  they  were  wondering  why  there  were  so  many  complaints, 
because  there  were  compjaints  about  advertising,  complaints  about 
lack  of  nutrition  and  aU.  Since  then,  there  i^  quite  a  trend  going 
back,  the. extension  departments  have  nutritionists  who  are  working 
with  the  poor  and  the  people  with  low  incomes.  They  have  stepped 
up  their  program.  ..  f  f 

I  think- there  is  a  trend  throughout  the  country  that  we  are  lust 
sort  of  reaching  the  full  circle.  Either  we  are  going  back  to  feudal- 
ism or  we  are  going  to  really  make  the  American  dream  work, 
because  the  gap  has  been  getting  wider  and  wider  all  the  time 
between  the  "haves"  and  the  "have-nots."  Our  teohnology  is  marvel- 
ous, we  can  walk  on  the  moon,  but  we  can't  find  jobs  for  people  We 
are  eliminating  ]obs,  and  whose  responsibility  is  this? 

I  think  the  gentleman  from  the  Bank  of  America  said  we  have 
two  issues  here.  You  have  the  economic  issue  and  you  have  the 
Human  issue,  and  human  values,  andr^they  are^not  related.  We  «,re 
going  to  have  to  jelate  them.  I  think  this  is.  a  trend.  We  have  talked 
about  It  m  abstracts  in  the  past,  but  we  are  beginning  to  face  it.  We 
nave  to  do  something.  * 

Senator  Stevensokt.  ,  Do  you  have  anything  to  add,  Mrs.  Wood, 
coH^y  adequa<3y  of  the  public  services  of  our  publicly  supported 


Mre.  Wood.  I  would  like  to  second  what  Borghild  says  about  the 
nutrition  services,  which  I  think  arent  going  far  enough  yet  I 
wo^ed  with  the  California  Agricultural  JJxfension  Service  m  the 
nutrition  education  program,  which  is  nutrition  education  with  low- 
income  people  and  I  think  this  is  a  start,  tljis  is  a  nationwide  pro- 
gram. .  ^ 

I  would  like  to  second,  though,  what  Dr.  Friedland  said- oh  Tues- 
day. iTvas  very  glad  to  hear  him  say  it.  I  am  an  old  Agie  myself 
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from  Cornell,  and  I  worked  there,  and  I  worked  in  agricultural 
extension  and  I  worked  in  rural  sociology  and  I  have  worked  here 
and  been  in  touch  with  the  Agricultural  Extension  Servic^  here,  and 
I  think  that  at  least  in  these  two  States,  and*  from  what  I  have  Seen 
elsewhere,  the  Agricultural  Extension  Service  is  unduly  conserva- 
tive, unduly  connected  with  the  whole  farm  picture  rather  than  the 
public  at  large.  .   .         ,  ^    -         .  . 

Senator  Stevenson.  Is  it  connected  with  the  whole  farm  picture 
or  part  of  the  farm  picture?      •  .     .    ^  t  *.  • 

Mrs.  Wood.  I  don't  know.  I  know  what  is  happenrftg  m  California 
on  the  nutrition  side.  I  would  say  that  when  the  University  of  Cah- 
fomia  develops  mechanical  gfape-pickers  and  mechanical  tomato- 
pickers,  without  enough  concern  lor  the  human  values  and  the  toma- 
tco-es,  they  are  working  for  one  side  of  tha  farm  picture.  I  thmk 
that  these  agencies,  along  with  the  U.S.  Departriient  of  Agriculture, 
have  not  always  worked  for  the  pubUc  as  a  whole. 

Senator  Stevenson.  Just  shifting  now  to  the  national  brand  ques- 
tion. What  is  the  price  of  oranges  today  in  the^^rkdey  Co-op  ? 

Mrs.  Wood.  Nineteen  cents  a  pound. 

Senator  Stevenson.  Nineteen  cents  a  pound.  That  would  be 
roughly  how  many  oranges? 

Mrs.  Wood.  That  is  about  three  large  ones.  a  xt. 

Senator  Stevenson.  19  cents  roughly  for  three  oranges.  Are  thoge 
Siinkist  oranges? 

Mrs.  Wood.  Sometimes  they  are ;  sometimes  they  are  not. 

Senator  Stevenson.  How  do  you  purchase  your  oranges  ? 

Mrs.  Wood.  I  don't  really  know,  I  am  sorry.  .     ,  \ 

Senator  Steve^ktson.  Is  there  a  difference  in  the  price  between 
Sunkist  and  othe^  oranges  you  sell? 

Mrs.  Wood.  We  often  have  had  two  kinds  of  navel  oranges  on  the 
.  stand  at  the  same  time,  and  when  we  do  Sunkist  is  higher. 

Senator  Stevenson.  Sunkist  oran'ges  are  all  California  oranges,  is 
thq^t  right? 

Mrs.  Wood.  I  think  so.  . 

Senator  Stevenson.  Sunkist  is  the  label  of  a  marketing  associa- 
tion, I  believe,  for  California  oranges?  I  don't  know  if  all  th^citrtis 
growers  in  California  belong  to  that  association.  My  impression  is 
that  they  don't  all  belong  to  it.  Does  it  include  growers  in  other 
States'?  Have  you  ever  purchj^sed  oranges  from  Texas? 

Mrs.  Wood.  I  don't  remember  that  we  have.  We  have  purchased  a 
lot  of  grapefruit  from  Texas,  grapefruit  from  Florida. 

Senator  Stevenson.  The  reason  I  asked  is  that  I  have  been  to  Kio 
Grande  Valley  of  Texas,  and  seen  citrus  rotting  on  the  trees.  I  can  t 
remember  the  price  of  oranges  in  Texas.  My  vague  recollection  is 
that  you  can  buy  a  very  large  truck  full  of  oranges  for  $8.  i  dont 
know  how  many  oranges  there  ar.e  in  a  large  truck,  but  I  suspect 
that  the  difference  between  $8  for  a  truckload  of  oranges  and 
cents  for  three  is  sighificanth  ^ 

Why,  with  all  due  respect  to  California  oranges,  which  are 
famous,  and  consumed  in  my  State  of  Hlinois,  isn^t  the  Berkeley 
Co-op  buying  oranges  at  $8  a  truckload,  if  my  figures  are  correct? 

Mrs.  Wood.  I  don't  know. 
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Senator  Swvenson.  The  point  I  am  trying  to  make  is  1  think 
your  pomt,  that  while  national  brands  can  be  an  effective  way-' of 
.   helping  farmers  market  their  products,  they  can  also  be  an  effective 
-  way  of  excludmg  farmers  from  markets.  In  this  case  there  are  many 
farmers  in  Texas  with  good  and  tasty,  nutritious  oranges,  but  witt- 
0111;  Qi  mairJceti  .  •  • 

.  Mrs.  Wood.  In  answer,  why  aren't  we,  they  are  probably  not  avail- 
able to  us  m  any  practical  way.  ,  ' 
Taftr*°^  Stevenson.  Do  you  have  any  further  questions,  Senator 

Senator  Taft.  I  have  none. 

Senator  Stevenson.  I  want  to  thank  both  of  you  again  very  much 
forjjommg  us  this  morning.  ^ 

I  am  very  pleased  to  welcome  our  next  witness,  Qongressman  Jer- 
CongrS  represents  his  district  with  great  distinction  in  the 

We  are  glad  to  have  you  with  us  this  morning^  Congressman. 
•     ?u  interested  in  a  great  many  public  concerns,  includ- 

ing the  problem  of  water  in  California.  We  are  grateful  you  could 
join  us  and  I  know  what  you  have  to  say  will  be  a  great  help  to  us. 

STATEMENT  OF  HON.  JEROME  B.  WALME,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  CONTRA  COSTA  COTTUTY,  CALIF. 

Congressman  Waujie.  Thank  you,  Mr.  Chairman,  and  Senator' 

I  have  a  statement,  Mr.  Chairman,  which  I  will  submit  for  the 
rett)rd.  I  will  not  read  the  statement,  I  will  talk  around  it 

fcjoiator  Stevenson.  Without  objection,  your  statement  will  be  en- 
tered m  the  record  at  the  end  of  your  testimony 

Congressman  Waujie.  Thank  you.  I  would  first  like  to  bring  to 
the^attention^of  the  committee  an  issue  that  I  suspect  has  been  cov- 
t^^  »n  considerable  detail  This  is  the  national  policy  of  landowner- 
Srican  hfstoi^       ^  ^^^^'^      allegedly  existed  since  early 

I  think  it  was  premised  on  the  recognition  that  those  landownershio 
policies  m  portions  of  our  country  that  have  concentrated  land  in 
single  ownership  have  been  undesirable.  The  most  outstanding  ex- 
amples of  undesirable  landownership  policies  are  the  plantation  sys- 
tem m  the  southern  part  of  the  United  States  and  another  of  more 
the  West  period  of  time,  landownership  policies  in 

By  historical  accident  the  concentration  oTlandownership  in  the 
plantation  system  m  the  South  stems  from  the  land  grants  given  to 
those  who  colonized  that  portion  of  America.  Land  grants  in  the  West 
stem  from  a  policy  of  Mexican  land  grants,  for  the  most  part.  In 
contrast  are  the  more  equitable  and  beneficial  land  distribution  poli- 
cies found  m  the  Midwest,  a  direct  result  of  the  Homestead  Act. 

I  think  if  we  assume  as  an  accurate  statement  that  the  histor- 
ical evolution  of  landownership  in  the  heartland  of  America  was 
best  for  Amenca,  that  small  landownership  and  the  resulting  social 
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benefits  that  ensue  is  the  policy  we  should  have  encouraged  as  we  dis- 
tributed our  public  lands,  then,  I  think,  we  know  that  we  erred 
\    in  the  South  when  we  did  not  redistribirte  the  plantation  system, 
after  the  Civil  War,  and  when  we  did  not  redistribute  the  western 
>  lands  when  they  became  incorporated  as  a  part  of  the  United  States. 
Having  made  that  statement,  and  it  is  a  statement  which  I  deeply 
believe,  I  see  the  prpblem  as  how  to  correct  the  error,  that  when  thesfe 
lands  cam^into  the  public  domain  they  were  not  distributed  properly. 

We  have  determined,  apparently,  that  we  will  not  take  the  revolu- 
tionary advice  that  we  have  consistently  given  as  part  of  our  foreign 
'  policy,  most  notably  in  South  and  Central  America  and  most  recently 
in  South  Vietnam.  We  have  insisted  in  our  policies  with  those  gov- 
erhments  that  stobility  of  their  societies  would  be  largely  depeijdent 
upon  redistribution  of  the  land  ownership  patterns  from  the  concen- 
trated pattern  that  exists  in  Central  and  South  America  and  in  South 
Vietnam,  to  a  distribution  of  ownership  among  the  people.  This  is  a 
policy  that  we  have  consistently  attempted  to  follow  in  our  foreign 
affairs  because  we  believe  there  is  social  value  to,  it.  But  we  have  re- 
jected it  as  a  means  of  correcting  historical  error  of  land  ownership  in 
the  South  and  the  West.  We  have  believed  this  policy  to  be  too  revolu- 
tionary for  us  to  adopt,  but  we  have  insisted  that  those  foreign  nations 
with  whom  we  deal  adopt  it  in  order  to  bring  stability  to  their  society. 

What  we  ought  to  do  is  accomplish  that  redistribution  of  lands 
and  the  ownership  patterns  lands,  particularly  in  the  West,  by 
other  policies,  most  notably  Jbjy  the  proposed  Land  Reform  Act,  and 
the  existing  excess  land  laws  that  apply  to  water  developed  and  de- 
livered the  Bureau  of  Reclamation.  This  attempt  at  a  national 
policy  said,  "We  beljeve  in  America  that  a  distribution  of  land  as 
'  widely  and  thoroughly  among  the  people  as  is  possible  is  the  most 
eq^uitable  means  of  attaining  equity  and  stability  in  our  society."  We 
will  encourage  that  distribution  of  land  by  a  national  policy  that  sug- 
gests  that,  if  the  landowner  desires  revenues  from  the  general  treasury 
of  the  United  States  in  the  form  of  subsidies,  in  this  instance  a  water 
subsidy,  he  will  comply  with  the  national  policj  of  redistributing  his 
land  by  the  acceptable  means  of  selling  all  land  m  excess  of  the  acreage 
limitation  of  160  acres  for  one  individual,  320  for  multiples  thereof, 
depending  upon  the  family. 

We  have  also  determined  as  regards  the  excess  landowner^  that  ab- 
sentee ownership  is  a  policy  that  lends  itself  to  instability  m  society 
and  that  we  would  discourage  absentee  ownership  in  the  West,  a  factor 
that  had  existed  in  the  West  along  with  concentrated  land  ownership 
since  its  early  history.  We  would  attempt  to  redistribute  that  land  to 
eliminate  the  absentee  ownership  factors  of  the  land  by  applying  the 
national  policy,  involved  in  the  excess  land  law.  That  law  has  been  on> 
the  books  since  1902. 1  think  there  is  no  one  who  believes  that  law  has 
been  in  any  way  successfully  implemented. 

There  are  few  who  really  believe  in  the  law.  As  nearly  as  I  can 
ascertain,  there  are  hardly  any  persons,  other  than  Paul  Taylor  of  the 
University  of  California  and  a  group  of  people  who  believe  in  him— 
and  I  am  one  of  those — ^who  believe  that  the  excess  land  law  is 
desirable.  •  ii 

The  political  leadership  of  California  has  continually  re- 
sisted the  application  of  the  excess  land  law  and  the  redistribution 
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of  these  huge  thousand-acre  tracts,  multithousand  acres  that  are  in 
Hfof  "^"V^^^  ownership.  The  political  leadership  of  this 

btate  has  expressed  its  disapproval  m  that  law  in  mass  terms 
A  hey  have  said,  for  example,  that  the  160-acre  limitation,  though  it 

^JaZ  ""^A^^l  n  "J       .^^'^^P*  °*  the  smaU  famer, 

Should  be  modified.  Governor  Reagan's  task  force  during  his  admin- 
istration has  come  up  with  a  figure  of  640  and  the  multiples  thereof. 
1  he  point  IS,  though,  not  that  there  is  a  figure  in  excess  of  the  160-acre 
multiples  available  under  the  law  that  is  desirable;  the  point  is  that 
nobody  m  political  leadership  in  California  who  is  able  to  effect  re- 
tormjn  this  particular  area  believes,  that  reform  is  desirable.  On  if 
they  believe  it  is  desirable,  they  are  not  willing  to  call  for  that  reform.- 
1  he  , national-government,  unhappily  in  my  view,  has  aided  and 
abetted  the  political  leadership  of  California  in  their  conservatism, 

-       their  outspoken  and  successful  attemp^gto  avoid  the  applica- 
tion of  the  excess  land  laws.  They  have  donesSin  a  variety  of  ways 
1-       *  instance,  the  placing  of  the  administration  of  that  law 

nn  the  liureau  of  Reclamation  was  an  error  of  grievous  proportions 
It  seenis  to  me  it  was  an  error  for  these  reasons:  The  Bureau  of  Re- 
clamation, like  any  bureaucracy  is  desirous  of  maintaining  its  exist- 
ence by  engaging  m  as  many  projects  as  it  can  possibly  include  in  the 
budget  session  of  each  year.  The  excess  land  law  is  a  hindrance  to 

,  developing  water  projects  in  the  West  because  those  who  will  benefit 
most  by  those  water  projects,  the  huge  landowners  of  the  West,  are 
resistant  to  haying  their  land  ownership  in  any  way  denied  to  them 
or  redistributed  by  the  application  of  the  excess  land  law. 
nr  i.  ^  encourage  the  approval  of  projects  throughout  the 

•  West„the  Bureau  of  Reclamation  has  been  given  the  task  of  enforcing 
the  excess  land  law  and  has  been  greatly  remiss  in  the  administra- 
tion of  that  law.  The  law,  simply  stated,  is  that  the  lands  in  excess 
ot  160  acres  or  the  multiples  thereof  permitted  under  the  law  must  be 
sold  at  a  prewater  price  if  you  desire  subsidized  Federal  water.  LandS 
that  are  m  excess  of  160  acres  or  multiples  thereof  that  utilize  federally 
developed  and  delivered  water  must  be  occupied  by  the  owner  thereof. 
You  cannot  be  an  absentee  owner,  because  the  policy  of  absentee  land- 
ownership  and  the  policy  of  huge  land  ownership  is  contrary  to  na- 
tional policy.  r  J 

Despite  the  simplicity  and  the  .clarity  of  the  statement  of  the  law, 
If  you  were  to  examine  the  record  of  the  implementation  of  the  law  by 
the  Bureau  of  Reclamation,  you  would  assume  that  it  is  either  ex- 
tremely complex  or  that  it  is,  in  fact,  nonexistent.  They 
are  aided  and  abetted  in  their  reluctance  to  enforce  that  law  by  the 
Congress  and  all  administrations.  There  seems  to  have  been  disagree-" 
ment  with  the  principles  of  the  law  by  every  administration  and  every 
Congress  that  hag  been  in  existence.  Since  1902  no  one  can  convince 
me  that  were  Congress  ancl  the  administration  desirous  of  imple- 
menting that  national  policy,  that  law  would  hot  have  been  iraple- 
mente^d. 

Peyond  that,  the  law  presumes  that,  if  an  individual  owner  who 
does  not  desire  to  break  up  his  massive  land  holdings  and  is  able  to 
go  It  alone,  he  may  do  so.  The  law  does  not  interfere  with  that  oppor- 
tunity or  that  individual  decision.  But  that  individual  option  was  the 
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precise  reason  for  the  development  of.  the' California  Water  rfrojfect, 
which  enables  avoidance  of  the  application  of  the  excess  landJlaw  to 
the  Corporate  landowners  in  the  west  side  of  the  Cfentral  Vallay.  This 
powerful  bjock  of  landowners  wa^  successful  in  persuading  piople  in 
California  to  indebt  themselves  to  huge  sums  to  construct  tlip  water 
project  and  to  hu^e  sums^at  have  accrued  since  that  projectjhas  be- 
gun. The  projec^^a;^^^designed  almost  exclusively,  politically,  cer- 
tainly exclusi  vely  to  avoid  the  application  of  the  excess  land  flaw. 

That  woul(J  be  bad  enough,  but  at  that  point,  it  would  seeni  to  me, 
the  sins,  to  the  extent  they  exist,  are  sin$  that  reflect  on  the  Stat« 
government  which  <  desipied  the  i)roject  ^  and  persuaded  the 
people  of  California  that  it  was  in  their  Mst  interest  to  enhpnce  the 
value  arid  to  prevent  the  redistribution  of  these  huge  tracts  or  hind  in , 
California.  f 

Beyond  that,  however,  the  sin  becomes  expanded  and  the 
National  Govememnt  now  has  to  assume  a  major  share  of  (that  sin. 
The  Bureau  of  Reclamation,  the  Department  of  Interior,  and  most 
administrations/' both  the  present  one  and  the  previous  ones,  have 
looked  sympathetically  upon  the  application  of  the  State  ox  Califor- 
nia and  the  .California  water  project  for  Federal  funds  ta  assist  in 
the  completion  and  construction  of  integral  parts  of  that  prmect.  ^ 
-  The  first  ^uch  breach  involved  the  San  Luis  Dam,  when  the  joint 
use  of  that  facility  was  approved  by  the  Congress.  Though  itlwas-never 
clearly  determined  that  the  excess  land  laws  did  not  apply  since  there 
was  an  investment  of  Fedjeral  funds  in  this  State  project,  that  has 
been  the  result  of  that  action.  Excess  land  laws  do  not  apply  at  the 
present  time  to  the  deliveiy  of  any  water  developed  or  delivered 
through  the  State  water  project. 

At  the  present  time  there  is  pending  before  the  Congress  a  bill 
(H.R.  2314)  authorized  by  Craig  Hosmer,  a  Congressman  from 
Long  Beach,  to  construct  a  facility  in  my  district,  a  fact  which  you 
might  construe  to  be  unusual.  It  is  a  major  project  known  as  the  Pe- 
ripheral Canal.  Many  years  ago  as  the  feasibility  report  states,  it 
was  determined  it  would  cost  about  $208  million,  but.  it  quite  clearly 
will  be  many  millions  more  than  that  now. 

Mr.  Hosmer  has  introduced  a  bill  sponsored  by  the  Department  of 
Interior  and  sponsored  by  Mie  California  State  administration  to 
have  the  Federal  Treasury  come  up  with  half  of  the  cost  of  the  Pe- 
ripheral Canal.  The  Peripheral  Canal  is  the  heart  of  the  California 
water  project  because,  without  the  Peripheral  Canal,  the  quantities 
of  water  they  proposed  to  deliver  and  contracted  to  deliver  in  the 
fifties  cannot  be  delivered  because  salt  would  be  pumped  up  out  of  the 
estuaries  and  out  of  the  bay  into  which  the  draft  of  the  pumps  of 
the  water  project  are  now  directed.  The  Peripheral  Canal  will  place 
that  draft  43  miles  upstream  in  the  Sacramento  River  and  they  will 
then  not  te  troubled  with  such  a  deteriorated  quality  of  water  that  they 
cannot  deliver  it  and  still  be  in  compliance  with  the  contracts  for  water 
delivery. 

'  If  the  Federal  Government  agrees  with  the  concept  of  the  Periph- 
eral Canal  bill,  we  will,  in  fact,  pick  up  half  of  the  cost  of  the  con- 
struction of  that  facility.  What  we,  in  fact,  have  said  to  the  State 
government  is  that  we  approve  of  the  State  of  California's  decision 
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to  avoid  the  national  policy  application  of  the  excess  land  law, 
and  we  fare  using  Federal  funlls  to  assist  them  in  the  implementation 
Of  that  scheljjfe  to  avoid  a  critical  and  essential  national  policy  of 
land  reform.  . 

We  assist  -in  the  development  of  tljc  Oaliforhia  water  project,  in 
contravejition  of  this  national,  policy  of  long  standing,  in  area  after 
area.  Wo  assist  in  tax  policies  that  have  application  to  issues  of  that 
nature.  We  assist  through  the  Bureau  of  lieclamation' in  the  plan- 
ning of  the  project.  W6  have  attempted  to  coordinate  tliPFederal 
projects  m  a  mannetv  that  is  most  beneficial  to  the  State  water  proj- 
ect m  order  to  sdvo  the  cost  to  the  State  of  the  State  wat<!r  project 

}^\.  .    r^'^P}''^^'^.^  «s  a  national  govemnient,  to 

assist  the  State  of  California  m  acting  contrary  to  a  national  policy 
of  long  standing  and  of  tremendous  beneficial  impact  on  American 
society.  It  does  seem  to  mo  that  the  Congress  of  the  .United  States 
and  the  executive  branch  of  the  Uijitod  States  has  to  mahi  up  its 
mind,  do  wo  really  behove  in  the  small  farmer  in  America,  do  wo  really 
believe  that  the  development  of  landownership  in  the  "Midwest  and 
m  the  heartlands  of  America  was  a  proper  development  of  landown- 
ership, Or  do  we  honestly  believe  that  the  plantation  system  in  the 
bouth  and  the  huge  landownership  system  in  the  West  are  in  the 
best  interest  of  the  people  ? 

Clearly  in  California,  what  is  in  the  best  interest  of  the  people  was 
not  given  much  consideration.  The  political  iiifluonco  of  the  people 
who  own  these  massive  tracts  of  land  is  enormous  in  California!  That 
political  influoiice  has  Iwcome  greatly  magnified  as  the  ownership  of 
those  tracts  of  land  moves  into  corporate  ownership.  Tlio  ability  to' 
prevent  the  continuation  of  a  situation  that,  from  its  inception,  was 
contrary^to  national  policy  is  becoming  remarkably  diminisTied  as  we 
permit  the  developments  of  recent  years  to'  continue 

It  seems  to  me,  Mr.  (imirman,  and  Senator  Taft,  that  someone  in 
the  Congress  must  make  a  definitive  statement  that  the  excess  land 
law  and  the  policy  of  small  ownership  of  agricultural  lands  in  Cali- 
fornia and  m  the  rest  of  the  Unitecf  States  was  a  desirable  policy 
^  when  It  was  implemented,  when  it  was  executed,  and  when  it  was 
lornmiated,  and  is  an  even  more  desirable  policy  today.  Whatever  the 
reasons  that  existed  historically  for  determination  of  the  homestead 
method  of  landowjiership,  those  reasons  are  magnified  in  terms  of  the' 
necessity  of  obtaining  stability  in  American  society  today.  All  the 
(lesirabihtT,  the  romance  of  owning  land  and  farming  on  it  that  is  the 
fabric  of  America,  is  now  more  dramatically  necessary  to  our  national 
well-l)eing  than  ever  before  in  our  history. 

I  state,  Mr.  Chairman,  that  the  contribution  this  committee  has 
niade,  coming  mto  Cahfornia,  a:  State  tliat  more  than  most  has 
tliumbcd  their  nose  at  this  policy  is  considerable.  This  State's  politi- 
cal leadership  from  the  beginning,  at  least,  of  my  interest  in  and  in- 
volvement 111  politics  has  repudiated  that  policy  aitd  has  sought  to 
prevent  its  application  and  "has  sought  to  prevent  the  consequences 
of  that  policy  over  being  implemented  in  California  for  CaUforni- 
ans.        .  ■  , 

With  that,  Mr.  Chairman.  I  will  submit  my  statement  and  re- 
spond to  questions  that  you  might  have. 

(The  prepared  statement  of  Congressman  WaTdio  follows:) 
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*  •  ■ 

I  wwmmn  we  cMwm^mM  jpoht     m^xt  . 

or  W  CTWr.CT  LttOK  yP  MLIC  OOMMITW 

X  Mrot*  td  thtt  Mrttarr'of  th*  DtptrtMHit  •€  Afrkwitvri  iroiciny  iir  •oiio#xii 

«bo«t  ^  poMlbU  4«ttl»MUl     f^et  on  oro^  jprioM  by  wm^im^  tmt  tfmlor* 

*  *    ■  t 

mnt  of  *crM9fl  HMrt        of  tiM  M  OfOK«i»  irkai«y« 

.-■  .  •  *  - 

My  oo«o«m  follow«4  tiM  vl—m     A.|w«liMluxy  r«pbrt  pr«fiMr#d 

by  VrofAMoci  0Mn  luid  Klitf  at  tlM  Onivcciity  of  CaU?ct:»i«»  D«yi«« 

9lM  D^iit  Mi4  xinf  tMy  lAdiMua  tlHit  worn  3S3,ooo  AetM  of 

HirlmlttKal         moM  bo  d«vtlopo4  folloviaf  tho  amiability  of  mw 

mtttt  ttm  tha  t taba  l«atar  frojact  aA«  tho  ian  tula  tMlt  of  tha  Oantral  VteUay 

ffxojact  of  tha  tT«t«  Ihucoaa  of  liacla«atio«t 

m  tty  iattar  to  than'Sacxatary  Kwc41iii  x  ^aaatlooad  tha  wladon 
0  ■  ■ 

of  thla  daralofaaot  of  mv  aotoftfa         %rlll        mpa  alraaly  In  aixplM.  In 

Callfdrnln  and  alraady  caualny  «ra«t  havdahlpa  on  aattll  and  mA: 


l^tiTitaajl 


Xn  that  lattar  t  aald«  **Xt  U  My        that  tha  tMltad  lUtaa 
•araatt  of  RaolaMation  la  kaoidAfly  axpaaainf  aotaafa  in  an  «ra«  «Mra  awrplvaaa 
aXraady  anlat  tma  «ha«a  tha  Ifodatal  Owai'nwant  iji  axpaodlinr  lacfa  ^inoanta  of 
public  fonda  to  pvotact  faxUar*a  ptfloaa«   thim  mmm  to  b«  an  iMxpUoabla  m4 
Inconftuotia  altnat^loci  uhlch  la  worthy  of  fall  InvOatlfatioa*** 

Mr*  Chal«nan»  Z  ahoald  hava  Inoln^ad  tha  suta  of  Callfamln 
vhan  X  d>allan9a«  that  foUoy  of  davaloflnf  n*w  aotaafO  In  an  am  iiklraady 
bordanad  by  aoftanlny  prloaa  and  crop  »«unilttaaa» 

Shortly  aftar  t  aant  ny  lattar  to  tho  iaerataky  of  Mviottltnro, 
X  raoalvad  a  raapooaa  frai  tha  Boor.onlo  Maaaareh  •arvloo  of  tha  Dapaxtnant. 

X  notild  IDco  to  quota  frbn  a  part  of  that  lattari 

« 

,  "lha  cturrant  Irrlfation  davalopMtnt  In  tha  fan  Joaqiuln  Valtay 
rafarrad  to  In  your  lattar  waa  plannad  In  tha  aarly  1950*a  , 
in  accocdanoa  vlth  truldallnaa  in  ai^atanoa  at  that  tlna.  Cur- 
rantly»  tha  »araao  of  Naolanatlon'a  l^ofran^  alonf  vlth 
alnllar  vatar  and  raUtad  land  raaourea  progtaaui  of  othov 
fMaral  a^anclaa^  ara  ooordlnatad  by  tha  itaUr  naaourcaa  Coaimsll 
which  waa  aatabllahad  In  1H5.  ondir  tha  aofla  of  tha  Natar 
Maaourcaa  Oounoll^  all  propoaala  for  davalopltvf  watar  aAd  ra* 
latad  land  raaooroaa  ara  avaluatad  in  aooordanoa  with  projactal 
national  raqwiraMnta  for  afrlculturaX  jprodocta. 
XT  Xt  XHTIM3«D  INAT  MO  WITXR  WMODRCV  fUCXmCT  MK  CGMTItOCTID 
XJMMU  XTS  OOTfOT  Xi  MCUtAKT  TO  IQBUP  fAOVXDB  TKXiK  KXncnb 
ftrtUKt  MIQtTXMMPfTf 

X  call  thia  to  your  attantlon^  Hf.  ChalnMMir  haoaMa  of  Ita 
Inportmea  In  ll^ht  of  a  mora  vacant  lattar  froM  thia  aaaM  afaney* 
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Om.  DMMUr  28,  l>7i,  Chwrl*.  V.  MooM,  Mricultural  BcoiiMlat 
idth  tiM  DtmtMnt  Of  Mrlcttltutt'f  BoecMmlc  ]«M«arch  s«t1c«,  vMt  m  a 
copy  ot  «  r#tH3Ct  •ntltl*!,  -Fii«ocUl  llMlytl.  of  F^ttntUl  AgrActtltarnl  ' 
D0v*lc^»«iit  on  th«  Un  Jowiain  V*ll«y  K«itilte.** 

oonclMlott*  of  this  W|*oet,  »r.  ChalirMir  match  th« 
clu.lo«i  of  tho  •*rlUr  D^rt  wmS  Kiinr  Study  -  that  (S#T«lcpMnt  of  th«  W^t- 

1.  9oii)9  to  Mmat  in  a  thrift  to  Owi  prlclftf  mtt^twtm  of  n*cl*lty  crop.* 
Mr.  Moor*  vxot«  m  that  th«  rajport  pointi  out  9om.  -pctflntUlly 
twloM.  VK^l^m'*  for  CallfomU  ftoMrt  and  hm  said  that  tha  raport  va»  oon- 
■idtrad  hf  aoM  to  ba  "aoaMvbat  paaaiMlitlo." 

»tr.  OM-lraan,  X  conaldar  tha  raport  to  ba  tarrlbly  paaaiBlatic' 
for  CaUtotnla  far»ar.,  and  for  CallfocnU  fat*  laborara,  l«cludlnf  mlTrant 
worlcara, 

r 

X  think. that  thl.  raport  aarvaa  to  itidlcata  that  tha  polldaa 
of  tha  f  tat.-a»vi  radaral  Covamnint.  In  foatarlng  thl.  axpan.lon  off  acraa^  i. 
barowJ  daaplta  tha  obirloua  AMimrm  it  poaa.  to  tha  Wlculttiral 

■trttctura  off  tha  SUta  ^  tha  Matlon. 

I  quota  fron  tha  nav  mtvAyt 

%..tha  wmlstakabla  thrui^  off  tha  raaulti  off  thli  itudy 

dlffltultlaa  for  aona  dlitrlct.  dnj§ia  Mait.ida,  and  that  tha 
■plUorar  afffactr  In  tar^a  off  lovaTprlca.  alaairfvara  U^thT 
'  «^*^r«y««*<^i«<^PtoblaiMilhithar«^^ 

apaclalty  cropa."  >^^^j 

Mr.  chairman,  tha  raport  auggaata  thraa  po«iil)Xa  aolutlona 
to  t|H»  ohTloit.  prctolaa*  raiad  by  liicraaaad  acraaga*  ona/by  cootroiUnf 
•craa9»  wd  production  of  apaclklty  cropa  throu^  »arkatlnf  ordara  or  quotaa. 
t^,  by  raduclny  «#atar  coata  by  having  ttata  and  radaral  Govartaiant  .ahaldlaa 
tha  conatructiofi  of  distribution  faoll^tlai  aind  dralna^a  ayitaM.  Juvl,  thraa, 
by  ralylnf  on  tha  gt<mtm  and  produoari  to  llMlt  acraa9a  production  aufff Iclantly 
to  protect  pclcaa. 

X  %«>uld  Ilka'  to  a«ka  a  brla<  cowant  on  aach  off  thaaa  altarna- 
tl»a.  bafora  addraa.ln9  -yaalf  to  vhat  i  ballava  1.  tha  M>at  Uportaht  point 
to  ba        by  tha  raport.  '  ,      ^  .  ' 

Maikat  ordara  and  ^Qotai  will  atop,  ovar-ptoductlon  only  if 
thay  ara  axtandad  to  all  apaclalty  <^opa,  tholia  baiter  cotton,  cltrua,  mita, 
brchard  ffruita^  tonatoas,  ato.' 

m»lla  (|ttoUs  will  protact  th«  axlatlhg  9ro«ar«,  thay  do  act  ' 
to.,cra«ta  a  -onopoUatlo  ■Ituatlotf' that  can  raault  In  prloo  and  attpply  pcoblaa* 
harmful  to  tha  conamara. 
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VIM  mooimS  autiwtlTt,  q«tti»f  mut  fpit*  by  Oowwra- 
Mfit  mtmUtr,  !■  abctlttUly  r*pM9MRt  to  Um  af  gtlifocnU 

idttl»»ly  appcw*  th»  •iqpMdiUxo  of  0OM  $3  billloft  foe  «  »UU 

WatAt  vrojAct  with  tho>asmrMo«  that  tho  wMxt  vouXd  pay  for  dittrlbation 
^Mid  draiii*9«  f«cillti«B,  Ma  h*vtt  Mta  alxMdy  torn  ludioAtiocui  that  Yotara 
and  tuMta  ara  taluctlMt  to'pidc  up  tha  tab  f oc  oonatntctinf  diatribation 
facllitlaa,  Vot^ra  in  tha  Sant$  Barbara  ax«a»  foe  axiMf>la»  iafaatad.thraa  In- 
ajri»ant  i^tar  diatrict  officlala  nbo  adrooatad  aoch  facilitiaa* 

Tha  poaaibillty  of  fsowara  foifarninf  thalr  omr  pcoduetien  would 
ba  tha  baai  of  tha  thraa  propoaalar  but  only  If  tha  daclalona  wtta  In  tha 
handa  of  tha  faxMxa.   Xa  loof  mm  daciaioiMi  ta«atdin«  production  and  daralop^ 
nant  of  tha  Waatalda  ara  to  ba  »ada  by  tha  9i«nt  cocporata  faxna,  X  hava  d^ 
raaaxyationa  about  raatrictiona  balnv  adoptad  to  peotaet  tha  anall  and  nadiun* 
alaad  fitowaca.   Z  faar  that  tha  rary  oppoaiU  vlll  oecuti  that  pxoduction  of 
thla  naw  acraa^a  by  tha  cocporata  faxna  vill^  foe  tha  axpraaa  pttrpoaa  of 
craatlnf  a  hatUr  narkat  aituati^-n  foe  V*  Intaftatad  fana  product  producer 
at  tha  axpanaa  of  tha  aaall  faxiiar. 

In  abort,  tha  wa^r  policiaa^^of  tha  f  Uta  and  tha  radaral 
Govanwanta  unlaaa  chan^iadi  vlll  ao^  llhaly  raault  in  tha  daatxuction  of  tha 
mil  f amac  and  tha  contlnuad  ptoaparity  Of  tha  covporaU  f ajna  viihout  any 
eaaoltant  banaf ita  foe  tha  cooauAar. 

If  thla  vara  not  bad  anoufh^  Kr.  Chalr«an#  both  tha  9Uraau  of 
KaclJMation  and  tha  Stau  of  California  vant  to  brinf  in  atill  nora  waUr  to' 
tha  San  Joaquin  Valtay  by  tha  inpoundiny  of  wild  tivtra  in  tha  Koeth  Coaat  of 
tha  Stata.  w 

*  "  X  ha»o  lonf  oppoaad  auth  davalopaant  on  tha  ftouoda  that  thaaa 
ara  tha  lait  rawiining  wild  rivar  ayatana  in  tha  tuta  of  California  and  hava 
cultural*  hiatorio  and  natural  banafita  to  thr  pacpla  of  tha  Hation  worthy  of 
protactioA  of  thaaa  rivar^* 

X  hava,  alao,  naintainad  ihat  thaaa  rivara  ara  not  nac^aaary 
for  aithir  africultural,  indnatrUl  or  doMatio  uaa  f ivan  tha  altamativaa  of 
daaalinitation,  racycllng  and  «ao-thar»al  dapoaita. 

thua,  Hr.  ChainMut,  1  waa  plaaaad  to  nota  tha  afraanant  of  tha 
authora  of  tha  waalyaia  aant  aia  by  tha  Xoonoado  Maaaarch  darvica  of  tha  U.t« 
Oapart^t  of  Afrifiiltura  with  *y  oontantiort  that  tha  Horth  Coaat  rivara  ara 
not  naadad  hf  tha  ftata*a  afrioaltural  induatry  and^^ld#  in  fact#  raault  in 
fatter  praiauraa^on  tha  peioo^atructura  of  that  induatry* 
'X  would  liJca  to  quota  froa  tha  rapoeti 

"'•avaral  vary  larfi-aoala  divaeaioaa  of  watar  hava  baan  awffaatad 
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foe  Califoml*  in  th«  futur*.   Amm  Inelute  dmlopMnt  of 
«!•  Iiocth  Coatt  iwUr  mipplUa,  and  In  tita  lon^tr  run,  i#*t*r 
tranafar*  froM  tha  yacifio  NorthMat  and/or  Canada  ind'AXaalca 
to  tha  arid  Soathwatt  of  tha  Doitad  SUtaa*  tbaaa  plana  aaauM 
that  Irrlfatad  agrlcyltutit  will  abaocb  a  hifh  parcafita^a  of 
^la^a)cpanalTa  watar  within  a  parlod  of  a  daci)ba  or  two*  ihla 
riyjrt  haa  attMptad  to  d«Monatrat«  tha  acotHMde  dlfflenatlaa  C 
whiai  My  ba  ancountarad  wftan  tha  rata  of  davalofiMnt  af  land  ^ 
la  faatar  than  tha  rato  of  bulld-mJ  of  markat  daawnd  for  hlqh- 
•♦alua  apaclalty  cropa.   Tha  niagnltuda  of  thla  problaai  la  In 
dlract  taxation  to  tha  acaXa  of  tha  antlclpatad  Intar-ragional 
twnafar  (of  watar).    That  ia.  tha  poaalbla  nrica  dapairaaalny 

f«£ggfcJ^g_tha  yapld  addition  of  imtt^  acraaaaa  of  apacialtv 
crgpa  way  praciuda  tha  faaalbiiitv  of  thaaa  lar^a-acala  projacta* 

Thla  au9^au  that  aathoda  and  taclmoXoglaa  of  providing  ad- 
ditional urban  watar  auppllaa  ahould  ba  axplortd  aa  altamatiraa 
to  Mora  laxga  dana  and  aqoaducta  which,  lyacauaa  of  thalr  larfa 
acala,  hava  tradiUonally  rallad  haa^lr  on  tha  agricultural 
coaponant  for  acoaomio  and  financial  faaalbility:"  . 

Ifte*  Chaitaan,  t  fully  concur  with  that  concXuaion*    1  baliava 

that  wa  ahould  go  bayond  tha  raconaidaration  of  propoaad  ptojacta  and  raconaidar 

axiating  and  alraady  autlibrlaad  projacta  in  waka  of  tha  aavara  acooo^ic  afftcta 

thalr  uaa  will  auraly  facing  to  tha  California  growar,  fac»  workar  and  to  tha 

contvaMir. 

Mr.  Chalraan,  1  auggaat  that  tha  Hatar  naaourcaa  comkjII  haa  not 
baan  proparly  alart  to  tha  aarioua  problaaia  facing  California  agelcultuira.  If 
it  had  baan,  X  do  not  baliava  that  thara  would  avan  ba  aarioua  conaid#ration 
of  furthar  i^tar  Importation  projacta  foir  tha  purpoaa  of  ppanlng  up  »ora  ir- 
rlgatad  landa  in  tha  MaaUlda  of  tha  San  tToaquln  Vallay. 

Mdltionally,  X  baliava  that  naw  and  daapar  conaldaration  ahould 
ba  glvan  to  auch  watar  tranafara  aa  tha  Eaataida  Divialon  of  tha  C^traX  Vallay 
Frojact* 

I  shara  tha  concam  of  Honnan  1.  ZJLvannora,  Sacratary  of  tha 
SUta  Maaourcaa  A^ancy,  that  davaXoi»ant  of  tha  Vaatalda  Diviaien  vilght  wall 
furthar  contrlbuta  to  tha  cropa  aurpXua  and  pricing  criaia  that  aXraady  axiata. 

lha  aoXutiort  to  tha  farm  probla«,  X  baXiava,  la  to  atrangthan 
tha  a»aXX  faraar  to  tha  axtant  whara  ha  can  naka  a  goofl  xkvlng,  pay  juat  wagaa 
and  produca  to  tha  baat  of  hia  and  hia  land*a  ability.  , 

X  agtaa  with  tha  haad  of  tha  Callfoenla  Granga,  Kr.  chaatar.  Davtr, 
who  racantly  aaM  that  faraara  and  workara  iMat  Support  aach  othava  %fforta  to 
aurvlva  tha  praaauraa  of  tha  corporata  fania» 

Mr.  Dfvar  aaid  that  Californla'a  Mil  famara  Miat  ba  praparad 
to  auppotfc  tha  tjnionliation  of  farm  labor  bacauaa  tha  farm  labor  unldna  aupjjort 
organiaad  bargaining  for  famata* 

Hr.  Chairman,  X  hava  Jolnad  with  iavaraX  ColXaaguaa  in  tha 
Houaa  of  Mapraaantativaa  in  introducing  lHi«latidn  which  will  put  naw  atrangth 
In  tha  handa  of  tha  aaall  farmar  by  forcing  axeaaa  land  ownara  to  aall  that  land 
tp  tha  Govarmant  for  ultliiata  aala  to  oth^r  •all  fanatra,  37. 
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tM«  l««isXatlon  prorid«i  »  wurtctt  for^l«tinf  moms  lindsr 
It         prwld*  for  »ogDa  X*nd-i»«  plannlngi  it  would  pcovid«»  thxoo/^ 
r«vMKMs  fi:o«  thi  mI*  of  th*  Una,  foe  «  iptcUl  •dttcatlon,  oooHtvatlon  mnd 
•coooAlc  oppoettmlty  fundy  and  %tottld  prorld*  Job  opport«iitU«  «»d  a  dianoa 
to  own  thair  own  land  to  thouaaada  of  fam  worJcara  and  wlftaat  laborara.  L 

Mr.  Chalxwiii,  tha  pcobltM  faclnf  Califomla'a  africultura 
induatxy,  lU  fainaara  Mid  tu  faw  vockbra,  ara  grawa  bat  aot  laadXaabla. 

I^^)covad  watar  raaouzoaa  maifWMif  fMd  placmlaf ,  and  ca«tioa 
in  tha  davalepa^at  af  nay  a^icaltiiral  acraafa  ara  bat  two  of  tha  iatafral 
parta  of  tha  ttltinata  aolatlon* 

I  baUava  that  tha  fact  that  yoa  hara  brou«ht  tha  fybooaiaittaa 
to  CaUtocala  to  confront  tha  pcobM       waU  aarva  to  brinf  thia  apl\4tioii 
eloaar  to  raality. 
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Senator  Stevenson*  Thank  you,  Congressman. 
Tho  concerns  you  have  eloquently  expressed  about  the  ability  of 
Amencans  to  acquire  their  own  farmland  have  been  expressed  before 
in  our  hearings^  and  by  people  concerned  about  land  ownership  in 
I  other  parts  of  the  Nation  where  wat^r  isn't  an  issue.  Before  the  need 
for  national  land  reform  is  fully  accepted  and  before  such  reforms 
are  fashioned,  shouldn't  we  know  who  owns  the  land?  Shouldn't  we 
know  something  about  the  distribution  of  land  ownersliip  in  tlie 
coimtry?  And,  if  so,  is  there  any  agency  of  the  Government,  State 
or  J ederal  government,  which  does  inventory  land  ownership? 

vye  have  agencies  in  the  Department  of  Commerce,  the  Depart- 
ment of  Labor,  Bureau  of  Labor  Statistics,  and  many  otheirs  who 
inventory  various  assets,  hM  maintain  all  sorts  of  statistics  on 
aspects  of  the  economy.  Do  we,  to  the  best  of  your  knowleTlge,  know- 
who  owns  the  land  in  America? 

Congressman  Waldie.  I  kno^t^  of  no  agency  that  provides  that 
service  and  I  concur  in  the  suggestion  you  made  about  the  solution 
of  the  problem  requiring  the  understanding  of  the  extent  of  the 
problem,  and  perhaps  even  more  importantly  it  requires  an  under- 
standing on  the  part  of  the  people  not  only  as  to  the  extent  of  tho 
^^iroblcm  but  how  the  problem  has  worked .  contrary  to  their  best 
interests.  "  f 

I  find  that  few  people  in  tliQ  West  talk  about  the  need  ior  land 
redistribution,  and  when  tluiy  do  talk  about  the  need  for  landliistil- 
bution  they  are  widely  characterized  as  advocates  of  radicalism. 
Land  distribution  is  characterized  as  a  concept  foreign  to  being  a 
pood  American,  and  that  is  utter  nonsense.  It  was  the  basis  of  our 
policy  when  we  started  developing  this  country  in  the  distribution 
of  public  lands  over  which  we  had  a  policy,  which  was  the  heartland 
of  America.  It  is  the  keystone  to  our  foreign  policy,  I  can  imagine 
the  hvpocnsy  of  a  State  Department  representative  going  to  Central 
Amei'ica  or  South  America  or  going  to  South  Vietnam  and  suggest- 
ing to  the  establishment  of  that  political  society  that  you  must  redis- 
tribute youi*  land.  That  is  tlie  problem  in  your  country.  That  is  wiry 
\VOU  are  confronted  with  revolutionary  tendencies,  because  land  own- 
ership IS  so  maldistributed.  If  I  were  a,  politician  in  Central  Amer- 
ica or  ^outh  America  who  had  no  interest  in  the  improvement  of  the 
lot  of  tlie  people  m  my  country  and  who  was  not  inSrested  in 
acquiring  the  stabihty  that  land  distribution,  would  bring  about,  I 
w-ould  respond;  "That  is  an  interesting  concept  for  a- representative 
of  the  American  (iovernment  to  propose.  Will  you  tell  me  how  you 
implement  that  .concept  in  the  southern  part  of^the  United  Statea 
and  m  the  western  part  of  the  United  States?  Will  you  tell  me  how 
you  implemented  it  when  you  had  the  opportunity  to  do  it,  when 
those  lands  were  m  the  public  domain?  If  you  tell  me  you  failed  to 
do  it  there  by  inadvertence  and  oversight,  will  you  tell  me  what  you 
are  now  doing  to  correct  that  inadvertence  and  oversight  that  is  any 
way  consistent  with  what  you.  are  advocating  that  I  do  to  assist  tlio 
people  m  the  country  in  which  I  am  living?" 
I  suspect  it  would  be  very  difficult  to' answer  that  question, 
hcnator  kStevenson.  Is  one  of  the  reasons  for  the  apparent  mal- 
distribution of  land  in  the  countrv  the  high  price  of  land?  Is  'it 
becoming  priced  beyond  the  reach  of  the  little  fellow  ?  ' 
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Congressman' Waldud,  I  think  it  clearly  is  one  of  tHe  reasons 
today.  But  that  is  not  ncce^arily  in  any  way  prohibiting^  tlio  Fed- 
oral  Government  from 'implementing  the  policy  of  land  distribution 
with  the  existing  tools.  They  wouldn't  have  to  enfcct  any  radical  leg- 
islation to  effect  land  distnbution  in  a  great  part  of  the  West.  All 
they  would  have  to  do  to  effect  it  and  implement  it  is  to  perform  the 
responsibilities  tliat  the  excess  land  law  says  they  must  perform,  and 
have  the  Bureau  of  Reclamation  administer  that  law  m  terms  of  the 
prewat<^r  prices  at  whicli  that  land  will  be  sold  and  determine  the 
most  favorable  time  to  place  that  land  on' the  market.  Hiey  should 
have  that  law  administered  and  policy  determinations  mftde  by 
someone  whose  self-interest  is  not  as  intimately^  involved  as  is  the 
ease  of  the  Bureau  of  Reclamation.  ^  .  o 

Senator  Stevenson.  Is  the  160-acre  limitation  a  realistic  figured 
It  is  70  years  old  now.  It  has  been -suggested  by  the  director  of  the 
California  State  Department  of  Agnculture,  that  it  is  no  longer  ^ 
realistic.  He  suggested  that  a  more  realistic  fi/jure  might  be  640 
acres  because  that  was  the  average  farm  size  in  California.  ^ 

'Congressman  Waldie.  My  personal  view,  Mr.  Chairman,  is  that 
eyerwne  who  opposes  realistic  land  reform  starts  out  saying  the 
160-aere  limitation  is  unreasonable,  given  today's  circumstances. 
What  that  man  is  really  saying  is  he  never  really  believed  at  ull  in 
the  excess  land  law  to  begin  with*  He  didn't  believe  in  the  ppjicy  of 
a  small  farm,  and  ho  is  using  thofqualification  that  since  it  is  an 
unrealistic  figure  now,  we  ought  to  expand  it  to  overcome  a  policy 
that  hft  never  Iwlieved  in  to' begin  with.-  . 

i^^rsonally  believe  160  acres  and  the  multiples  available  to  that 
are  ample  entities  for  the  economic  farmer.  The  argument  that  I  am 
alwavs  confronted  with  is  that  the  large  landowner,  the  corporate 
landowner,  particularly,  is  a  far  more  efficient  producer.  If  the  small 
landowner  had  the  subsidies  given  him  that  the  large  landowner 
does,  he  wQttld  l)e  the  more  efficient  producer.  If  he  had  the  capital 
available  to?#i  to  weather  tM  declines  that  exist  in  the  agncultural 
economy  oMi*  country,  he  would  be  a  more  efficient  produceiS  If  he 
were  not  a  more  efficient  producer,  though  I  believe  he  would  be, 
but,  if  he  were  not,  I  would  still  support  his  being  the  primary  com- 
ponent of  production  of  agricultural  products  because  of  the  social 
value  of  having  small  producers  owning  the  land  in  America  and 
having  all  the  cotoensurate  results  of  that  policy  that  are  good  for 
America,  the  smM  villages,  the  small  communities,  the  ability  to 
have  some  say  aboi*  how,  your  life  is  run,  the  dispc^rsal  of  our  popu- 
lation from  a  concentrated  metropolitan  center  back  onto  the  land. 
That  small  producer,  in  my  view,  can  be  more  efficient  if  you  remove 
the  competitive  disadvantage  that  the  large  producer  has -because  of 
the  political  impact  he  is  able  to  apply  on  all  the  policies  that  subsi- 
dize his  production.  If  you  remove  that  and  make  him  more  compet- 
itive with  the  small  producer,  it  might  be  the  small  producer  will 
compete  quite  courageously  and  quite  lionestly  witlf  him.  ^ven  if  he 
did  not,  I  would  subsidize  the  small^roducer  to  keep  him  on  the 
land  and  I  would  penalize  the  excessively  large  corporate  producer 
to  get  him  off  the  land.  •  i.  i 

Senator  STEVi-^Nmv.  Would  you  enumerate  for  us  some  of  the  sub- 
sidies for  the  large  producer  in  addition  to  the  water  subsidy  ? 
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Congressman  Wahdie.  The  T^ater  subsidy  in  the  West  is  a  para- 
.  mount  subsidy.  The  tax  policy  seems  t(f me  to  be  largely  formulated 
^  to -the  advantage -of  the  large  producer  rather  than  the  small  pro- 
.duce^.  The  ability  of  the  large  producer  to  have  little  concern  with 
the  community  in  which  he  is  conducting  his  productive  operation  is 
a  factor  of  efficiency,  illustrated  by  an  incident  that  occurred  in  the 
-  Central  Valleys  where  a  hospital  district  was  sought  to  be  create^. 
The  nearest  hospital  ^o  that  small  community  was  40  miles  distant. 
They  sought  to  form^  a  hospital  community  district.  The  laws 
involved  in  the  formation  of  these  .special  districts  gives  the  owner- 
ship of  land  a  major  voice  to  say  whether  the  district  shall  be 
formed,  because  the  land  is  the  tax  base  of  the  district.  The  owngr^^ 
ship  m  this  district  was  almost  exclusively  absentee  ownership  JKhe 
hospital  was  denied  because  two  landowners  who  owned  most  of  the 
^and  in  the  district,  two  people,  refused  to  permit  construction  of 
%hat  h^pital.  They  didn't  live  on  .the  land.  The  benefits  of  that  hos- 
pital wSuld  obviously  not  accrue  to  them.  The  cost  of  that  hospital 
would  have  been  a  cost  of  production  because  it  would  liave  been  a 
tax  on  their  land.  Their  ability  to  forego  community  costs  is  a  con- 
siderable com^titive  advantage  on  their  part. 
Senator  St^nson.  Senator  Taft. 
Senator  Taft.  Thank  you,  Mr.  Chairman. 

Thank  you.  Congressman,  for  your  very  challenging  statement.  I 
have  just  a  few  questions  that  I  would  like  to  ask  with  regard  to  it. 
You  jtate  the  Bureau  of  Eeclamation  is  the  wrong  place  to  put  the 
supervision  of  the  excess  land  laws.  Under  whose  jurisdiction  would 
you  put  these  laws?  Would  you  advocate  setting  up  a  new  control? 

Congressman  Waldie.  Congressman  Bob""  Kastenmeier,  and  myself 
and  others,  have  introduced  legislation  that  attempts  to  deal  with 
that  very  problem.  We  set  up,  m  effect,  a  separate  and  totally  new 
and  independent  agency  that  has  no  function  other  than  the  admin- 
istration of  the  excess  land  laws,  the  purchase,  the  acquisition  of  the 
land^  that  are  being  farmed  in  excess  of  160  acres  with  subsidized 
F,ederal  water  and  the  disposition  oMhose  lands. 
,      I*  Ji^st  seems  to  me  that  it  is  %mng  more  than  we  should  ask  of 
jtiie  Bureau  of  Reclajnation,  and  I  make  no  suggestion  that  these 
^en  are  not  doing  a  job  as  consistently  and  honestly  as  they  can. 
But  it  seems  to  me,  it  is  unrealistic  to  ask  of  a  bureaucracy  or  of  a 

*  Confess  or  of  an  individual  that  he  act  contrary  to  his  best  interest. 
The  best  interest  of  the  Bureau  of  ileclamation  is  to  encourage  as 
many  projects  as  they  can^get  on  the  books.  The  application  of  the 
excess  land,  laws  diseourages  projects,  as  the  decision  of  the  State  of 
California  to  go  it  on  their  own4)ecause  of  the  application  of  the 
excess  land  law,  I  think,  illustrates. 

^  Senator  Taff.  You  stated  a  numbel*  of  times  thi]Lt  you  feel  the 
btate  de  facto  policy  is  no  longer  consistent  with  the  1902  law.  What 
do  you  advocate. in  regard  to  that?  Do  you  advocate  new  legisla- 
tion, a  restatement  of  that  principle  ?  Do  you  feel  that  pfcrhaps  an 

•  attempt  even  to  repeal  the  1902  law- might  at  least  acce^^  some 
approach  to  the  problem?  .-^-'^  wP*^ 

Congressman  Waldie.  The  precise  position  that  f^ha^  advocated 
IS  ena)mpassed,  and  I  call  your  attentioijt  to  and  will  submit  as  part 
of  my  statement  H.R..6900,  which  is  a  bill  to  provide  for  the  crea- 
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tion  of  an  authority  to  he  known  as  the  Eeclamation  Lands  Author^ 
ity  to  carry  out  the  congressional  intent  respecting  the  excess  land 
provisions  of  the  Federal  Eeclamation  Act  of  June  17^  19Q2.  That  is 
what  I  advocate,  and  the  law  is  a  fine  law,  and^  were  it  able  to  have 
been  enforced,  it  would  have  been  a  better  law,  but  it  is  a  fine  law. 

Senator  Taft.  The  statements  you  have  made  with  regard  to  land 
reform,  which  I  think  are  impressive,  are  far  broader  in  theijroppli- 
cation  than  merely  reclaiming  land.  —a, 

Congress^nan  Waldie.  You  bet  they  are.  What^Tam  really  sug- 
gesting. Senator,  is  that  we  take  the  step^  that  was  designed  in  1902, 
which  we  tell  bur  friends  in  other  countries  to  do,  namely,  engage  in 
a  massive  redistribution  of  inequitable  land  patterns,  ownerships. 
We  are  not  going  to  do  that  because  we  have  deemed  that  to  be  too 
provocative  of  pur  stable  society.  We  at  least  ought  to  take  this  ini- 
tial step  and  let's  see  what  happens  then. 

'  Then  I  suggest  we  eliminate  as  many  competitive  advantages  as 
we  permit  the  large  land  holder  to  have  and  we  enact  *no  national 
policy,  particularly,  that  encourages  large  land  ownership  in  the 
agricultural  fidd.  All  of  our  policies  should  discourage  it. 

Senator  Tait.  The  reclamation  area,  for  instance, 'with  few  excep- 
tions, wouldn't  apply  to  the  problem  in  the  South  at  aU  ? 

Congressman  Waldie.  It  would  not  apply. 

Senator  TAiFT.  It  would  not  apply  to  ranching  in  Texas  ?  . 

Congressman  Waldie.  No.  In  the  South  I  would  cut  off  the  cotton 
subsidy,  just  as  a  start. 

Senator  Taft.  I  have  given  considerable  thought  to  the  cotton  sub- 
sidy. You  and  I  have  sat  on  the  floor  of  the  House  of  Eepresenta- 
tives  many  times  and  heard  the  argument  that  there  must  be  a 
cotton  subsidy  in  order  to  keep  alive  many  small  cotton  producers. 
Then  when  you  talk  about  a  limitation— - — * 

C6ngressman  Waldie.  Except,.  Senatgr^  I  have  never  believed 
those  arguments. 

Senator  Taft.  I  don't  either,  as  a  matter  of  fact.  « 

Congressman  Waldie.  So  we  can  discount  them  as  tomfoolery. 

Senator  ^^ft.'  As  you  know,  I  proposed  a  $20,000  limitation,  not 
the  $55,000*lhat  fibtially  was  passed. 

Congressmto  Waldie.  I  do  know  that. 

We  didn't  finally  get  it  in,  you  are  aware  of  that ;  we  got  the  words 
"fifty-five  thousand"  in,  but  I  looked  at  the  subsidy  payments  paid  this 
year  and  I  found  no  one  who  received  less  than  they  got  the  year  before 
we  put  the  $55,000  in. 

TTiat  is  a  fair  example  of  our  fantastic  inability  to  do  anything 
against  these  massively  concentrated  ecoifomic  interests,  and  we 
tried,  and  I  know  how  hard  you  tried  when  you  were  in  the  House 
of  Kepresentatives,  but  we  didn't  succeed.  We  were  given  ^  bone 
thrown  to  the  public  because  the  words  "fifty-five  thousand  dollars" 
were  put  in  there.  There  was  no  $55,000  limit  on  subsidies;  the 
people  in  California  who  were  receiving  over  a  million  dollars  in 
subsidy  received  it  this  year  with  the  $55,000  limitation.  Senator 
Eastland,  I  am  sure,  received  $150,000  or  $250,000  for  his  cotton 
farm  in  Mississippi,  as  he  received  prior  to  the  $55,000  limitation* 

So  I  guess  what  I  am  really  saying  is  that  we  do  somethinjg  in  the 
Congress,  because  we  don't  have  support  in  the  administration,  and 
I  don't  put  it  all  on  your  guy.  Our  administration—^ 
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Senator  Taft.  I  tried  for  many  years  under  the  prior  administra- 
tion. 

Con^essman  Waldie*.  That  is  what  I  am 'suggestmg  to  you, 
whether  he  be  a  Kepublican  or  a  Democrat,  he  is  unable  to  move  in 
the  interest  of  this  issue-^Jid  I  don't  know  the  answer  to  this, 
except  the  people  have  to  become  aware  that  their  representatives, 
whether  they  be  m  the  executive  department  or  the  legislative 
branch,  aren't  respondmg  to  what  is  m  their  best  mterest  I  am  not 
implymg  that  this  admmistration  in  any  way  has  been  any  more 
remiss  than  have  preceding  Democrat  administrations. 

Senator  Taft.  Would  you  just  summarise  for  us  the  directions  you 
think  we  might  go  m  land  reform  over  and  beyond  the  question  of 
claim,  land  area  ?  What  particular  steps  do  you  advocate  ? 
4.1.  Waldie.  Initially  I  would  advocate  the  adoption  of 

the  bill  that  Congressman  Kastenmeier  and  I  have  submitted,  which 
seeks  to  pnt  some  meaning  mto  the  principles  eri&iciated  in  the  1902 
Keclamation  Act,  a  small  step  given  the  national  problem,  but  a 
huge  step  given  the  problem  m  California. 

Second,  I  would  not  give  one  dime  in  Federal  funds  to  assist  any 
fetate  m  the  West  or  elsewhere  who  seeks  to  avoid  a  national  policy 
of  land  reform  by  going  it  alone.  If  they  want  to  avoid  it  and  want 
to  go  It  alone,  the  law  permits  them  to  do  so,  but  don't  come  to  the 
national  government  to  be  assisted  in  their  efforts  to  avoid  national 
policy. 

Neither  would  I  permit  the  tremendous  advantages  that  accnie 
,  through  our  tax  policies  to  the  large  agricultural  producer,  not  only 
Amenca^  ^'g^^cultural  producer  but  the  large  producer,  period,  in 

loc^hSS  '^^^  advocate  elimmliting  the  ^o-callcd 

Congressman  Waldie.  I  would  start  by  eliminatmg 'the  capital 
gams  provision  of  the  law.  That  would  be  an  awfully  good  start  to 
encourage  land  redistribution.  I  would  simply  eliminate  capital 
gams,  period,  for  everything,  but  particularly  in  land. 

Senator  Taft.  Do  you  mean  you  would  make  it  ordmary  income? 
I  ou  don't  mean  you  would  eliminate  it  ? 

Congressman  Waldie.  No;  I  wouldn't  eliminate  paymg  on  the 
gams,  I  would  eliminate  the  capital  gains  rate. 

Beyond  that,  I  hesitate  to  go.  I  am  not  that  familiar  with  the  precise 
details  of  every  one  of  our  tax  policies. 

Senator  Taft.  Dont  you  think,  that  if  you  elimmate  capital  gams, 
you  will  make  It  more  difficult  for  those  who  want  to  dispose  of  land 
to  dispose  of  it? 

Congressman  Wiw:j)iB.  No.  I  think  it  is  very  difficult  to  hold  land 
unless  that  land  is  productive,  and,  if  you  applied  the  160-acre  limi- 
tation to  much  of  the  western  land,  that  land  would  not  be  produc- 
tive, It  would  have  to  be  disposed  of. 

Senator  Taff.  There  is  a  great  deal  of  land  with  a  tremendous 
amount  of  capital  gam  already  on  it.  The  elimination  of  the  capital 
gams  tax  was  tried  m  Canada  for  many  years,  and  it  promoted  the 
transferability  of  property  rather  than  freezing  it  mto  the  current 
ownership.  • 
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Congressman  Waldie.  Perhaps  that  is  not  sophisticated  enough  or 
too  sophisticated  for  me  to  understand,  the  tax  policies.  All  I  know, 
and  all  I  believe,  and  perhaps  it  is  a  gut  feelmg  rather  than  an 
intellectual  feeling,  is  that  the  tax  laws  of  the  United  States  and  of 
the  States  are  designed  essentially  to  protect  the  economic  interests 
of  the  economically  powerful  because  they  have  the  greatest  political 
input  into  the  decisions  made,  I  believe  this  to  be  so  and  it  is  an 
article  of  faith,  I  suppose,  as  well  as  intellect. 

Senator  Taft.  I  pointed  out  to  one  of  my  former  colleagues  yes- 
terday thaib  all  tax  bills  start  in  the  Ways  and  Means  Committer  of 
the  Housa  ^ 
Congressman  Wau)IE.  They  surely  do.  ,  , 

Senator  Taft.  Senator  Stevenson  and  I  would  be  happy  to  see 
anything  you  send  over  to  us.  *  . 

Cofigressman  Waldie.  And,  as  you  are  aware,  Senator,  "when  we 
served  in  the  House,  the  opportunity  for  va^  Congressman  to  partic- 
ipate iiv  the  tax  decisions  of  the  Nation  is  Ml.  When  Wilbur^ills 
decides  what  they  are  going  to  be,  the  bill  is^  presented  to  the  House 
of  Representatives  and  we  vote  a  closed  rule,  I  never  do,  but  the 
majority  does,  so  we  don't  get  to  even  amend  or  suggest  amendments 
to  it.  'Jhe  input  that  I  make  and  the  national  policies  of  taxation 
that  you  make  in  the  House  of  Representatives  has.  nfcthmg  to  do 
with  your  ability,  because  there  was  no  input.  You  have  a  much 
greater  opportunity  in  the  Senate,  and  I  have  been  far  more 
impressed  with  the  abilities  of  Senators  to  have  some  mput  mto 
most  of  the  decisions  of  the  country  than  those  of  a  Con^essman. 

Senator  Taft.  I  have  not  had  an  opportunity  to  act  dn  tax  matters  j 
in  the  Senate  yet.  \ 
Thank  you  very  much.  m  J!i. 

Senator  Stevenson.  Congressmo^n,  you  and  Senator  iatt  nave 
mentioned  the  unfairness  and  deficiencies  of  the  crop  Subsidy  laws. 
Are  you  confident  thatf  those  laws,  as  unfair  as  they  are,  are  being 
administered  fairly  f  Isn't  it  also  a  problem  ^of  unfair  or  partial 
administration  of  many  laws?  ,      .  ^   ^«  n 

More  specifically,  how  do  you  feel  about  the  administrative  Com- 
missioner of  the  Federal  agricultural  subsidy  programs,  Mr.  Fnck  ^ 

Congressman  Waldie.  I  can't  resBond  to  that.  Senator?  I  ani  not 
familiar  with  that  issue.  I  have  not  believed  that  the  problem  of  the 
subsidies  has  had  much  to  do  with  the  administration  of  the  subsidy 
programs.  I  believe  the  picture,  at  least  as  I  understand  the  admims- 
tration  subsidy  program  is  nowhere  near  as  4ndictable  as  the  excess 
land  law,  where  nothing  has  been  done.  I  think  the  problems  of  the 
subsidies  are  not  the  administrators  of  that  program,  it  is  the  l^on- 
jrress  wKich  has  permitted  that  program  to  come  into  existence  and 
Tt  will  not  permit  any  retrenchment  of  that  program. 

Senator  SrEVENSON^Thank  you  again.  Congressman,  for  commg. 
You  have  presented  in  a  most  eloquent  manner,  a  challenge  to  this 
subcommittee  and  all  our  colleagues  in  Congress  and  the  public  gen- 
erillv 

Congressman  Waldie.  May  I  jusrtslose  with  one  final  sentence 
_  which  I  hope  you  will  be  able  to  recall  of  my  testimony,  if  you 
recall  nothing  else. 
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^  Do  no|;  assist  the  State  of  California  in  building  the  Peripheral 
Owial,  and  if  I  may,  I  will  leave  with  that. 
Senator  Stevenson.  Your  point  is  made. 
Our  next  witnesses  will  be  Mr.  Ralph  Brody,  general  manager, 
Westlands  water  district,  Fresno;  Mr.  Porter  A.  Towner,  chief  coun- 
1^  u  *x  4  Department  of  Water  Resources,  San  Francisco;  and,  Mr. 
Robert  4  Pafford,  Jr.,  Regional  Director,  Bureau^  Reclamation, 
U.&.  department  of  the  Interior,  Sacramento.  / 
Tha,nklyou  gentlemen  very  much  for  joining  lis  jmis  morning. 
1  will  Say  to  you  what  I  have  said  to  other  "Witnesses,  if  you  have 
prepared! statements  we  will  be  glad  to  hear  them,  or  if  you  prefer 
to,  we  wjll  enter  them  in  the  record,  aud.you  can  summarize  your 
statements  as  you  wish.  ^  ^ 

Speaking  for  myself,  Mr.  Chairman,  my  name  is 
Kalph  litody.  I  wish  to  apologize  to  the  committee  for  not  having  a 
prepared  jstatement  that  I  consider,  to  be  responsive  to  what  the  com- 
mittee IS  J  seeking.  That  was  a  result  of  a  misinterpretation  of  the 
JettOT  of  mvitation  f«r  me  to  testify  here.  However,!  am  led  to  this 
conclusioij  also  by  some  of  the  testimony  that  I  have  heard  about  on 
previous  days  of  this  meeting  I  therefore  would  ask  your  permis- 
sion to  extemporize  and  to  respond  to  some  of  the  points  that  have 
been  raised  and  to  amplify  on  some. 

Senator  Stevenson.  By  all  means.  However,  if  you  do  hav6  a  pre- 
pared statement,  however  unresponsive  you  may  think  'it  is,  we 
would  like  to  enter  it  in  the  record. 

-  Mr.  BnpDY.  Very  well,  I  will  turn  it  in.  Perhaps  you  would  wish  ' 
to  hear  fr6m  the  others  before  I  proceed. 
Senatorj  Stevenson.  Why  don't  you  proceed,  Mr.  Brody. 

STATEMEJJT  OP  RALPH  M.  BRODY,  GENERAL  MANAGER,  WEST- 
I   LANDS  WATER  DISTRICT,  PRESNO,  CALIP. 

Mr.  Brody.  Mr.  Chairman  and  Senator  Taft. 

As  indicated,  I  am  manager  and  chief  counsel  for  Westlands 
^5  L  iu  ■  o*'  a  <listnct  of  some  600,000  acres  of  land  on  the  west 
side  Off  the  han  Joaquin  Valley.  I  miist  confess,  however,  that  I  con- 
siderM  my  invitation  to  appear  here,  due  to  the  tone  of  the  letter, 
Inore  i>i  a  private  capacity  than  that  of  manager  chief  counsel.  But  I 
nave  nd  objection  to  appearing  in  either  capacity, 
fx  ?f™^S5  We  are  glad  to  have  you  m  any  capacity, 

^fllr.  B^opY.  I  do  not  pretend  to  be  an  agronomist  or  farm  econo- 
mist ;  1  ami  an  administrator,  I  am  an  attorney. 

Our  district  lies  in  the  west  side  of  the  San  Joaquin  Valley  and  is 
•the  largest;,  will  -be  the  largest  user  of  water  from  the  Federal  por- 

«f°^nnVnn^  ^^""^^  P'^^^'^l'       ^  indicated,  it  covers  an  area 

of  600,000  acres,  97  percent  of  whibh  is  developed  land.  This  is  not  a 
project  to  bring  new  land  into  production  but  rather  to  sustain  an 
existing  agriculture  economy. 

Points  that  have  been  raised  in  the  course  of  this  proceeding  con- 
cerning acreage  limitation  provisions  of  Federal  reclamation  law  are 
not  new  ones  and  they  are  no  more  accurate  now  than  they  were 
when  they  were  raised  almost  10  years  ago. 
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I  further  qualify  myself  by  stating  the  early  years  of  my  profes- 
sional life  were  spent  in  the  Department  of  Agriculture  and  the 
Farm  Securi^Atoiinistration  where  I  ^as  active  in  the  farm  ten- 
ancy program  which  was  a  program  designed  to  convert  farm  ten- 
ants to  farm  owners  which  dlbd  almost  aborning  for  the  lack  of  ade- 
quate funding  rather  than  from  any  lack  of  merit  of  the  program 
itself. 

I  later  was  with  the  Department  of  the  Interior,  where,  together 
with  other  Work,  I  spent  a  good  deal  of  time  in  the  administration 
of  the  excess  land  provision  of  the  reclamation  law.  ^ 
>  I  spent  some  time  with  the  State  of  California  in  the  capacity 

special  Counsel  of  water  matters  to  Governor  Edmund  G.  Brown  m 
the  development  of  the  State  water  program.  / 

I  was  in  private  law  practice  for  a  number  of  years,  but  smce 
leaving  the  State  administration  I  have  been  serving  in  my  present 
position,  where  among  other  things,  I  have  been  ad&pinistenng  the 
excess  land  provisions  at  the  groimd  level  in  the  district  I  represent 

So  much  inaccurate  information  has  been  given  to  you  concemmg 
acreage  limitation  that  I  would  not,  in  the  brief  time  available,  ik 
able  to  respond  completely  or  set  the  record  straight  on  all  pomts. 
However,  with  your  permission,  I  will  comment  on  some  of  it. 
>»  I  want  to  point  out  in  partial  response  to  Congressman  Waldie  s 

statement  that,  first  of  all,  the  excess  land  provisions  of  the  reclama- 
tion law  are  not  solely  embodied  in  the  1902  Act.  I  would  pomt  out 
at  least  up  till  1926,  later  than  1926,  to  the  1940s  and  1950'  and 
1060s,  that  there  has  been  constant  review  of  the  policy  of  acmige 
Kmitation  by  re-enactment  and  numerous  changes  have  been  made  m 
j:he  law,  so  that  reliance  cannot  be  made  upon  the  1902  Act  alone  as 
Mt.  Waldie  has  done.  Existing  law  land  Policy  are  fully  complied 

with*  >  Irr  Ti-  X      i.T_  i.  X 

I  would  also  disagree  with  Congressman  Waldie  as  to  the  extent 
or  enforcement  of  acreage  limitation.  For  a  number  of  years  there 
was  a  laxity  in  the  enforcement,  but  in  the  194:0s  the  Bureau  of 
Reclamation  began  an  active  and  a^essive  program  of  administer- 
ing and  enforcing  acreage  limitation.  .  . 

'rhe  most  recent  comprehensive  regnactment  of  acreage  limitation 
was  in  1926,  in  the  Omnibus  Adjustment  Act  by  the  Federal  Con- 
gress, and  I  must  disagree  with  the  Congressman  on  his  interpreta-^ 
tion  of  the  wording  of  that  .act.  The  provisions  of  the  act  essentirfljr 
say  this:  A  district  that  is  contracting  with  the  United  States  for 
benefits  from  a  project  must  agree  in  its  contract  with  the  United 
States  that  it  will  not  supply  water  to  any  owner  of  land  for  his 
land  in  excess  of  160  acres  unless  the  owner  agrees  to  dispose  of  the 
excess  over  160  acres.  He  must  sign  a"^  contract,  under  the  terms  of 
which  he  agrees  to  dispose  of  the  excess  within  a  specified  period  of 
time,  and  providmg  further  that  if  he  does  not  dispose  of  it  withm 
the  period  prescribed,  which  in  most  instances  is  10  years.  The  con- 
tract also  states  that  if  he  does  not  dispose  of  the  excess  within  that 
period  of  time  the  ScKJretary^  of  the  Interior  then  has  the  power  of 
attroney  to  dispose  of  it  for  him. 

Since  the  mia-1940^s  the  Bureau  of  Reclamation  has  been  very  dil- 
igent in  aeeking  and  obtaining  those  conti;acts  for  disposition.  Some 
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of  the  land  has  already  been  disposed  of  under-the  terms  of  the  con- 
tract, the  10-year  .period  having  expired. 

I  niight  add  that  the  land  must  be  sold  at  a  price  which  does  not 
exceed  zta  actual  bona  fide  yaluewithout  reference  to  the  availability 
of  project  water.  So  there  is  a  limitation  on  the  price  for  which  the 
liana  may  be  sola. 

I  would  point  out  that,  in  my/own  district,  with  the  facilities  nec- 
essary to  deliver  water  to  the  600,000  acres  of  land  within  the  dis- 
tmt  less  than  one-third  complete,  and  where  they  can  get  watei*,  we 
hrfQ  had  a  conversibn  from  a  24  percent  ineligibility  under  the  law 
to  receive  water  to  an  eligibility  of  some  83.2  percent  In  other 
words  that  they  have  signed  the  necessary  contracts.  When  the  wdter 
became  available  they  signed  the  necessary  contracts  and  the  acreage 
limitation  is  being  enforced  against  them.  Contrary  to  what  you 
have  been  told,  the  law  has  been  and  is  being  complied  with. 

Westland's  water  district  now  has  200,000  acres  of  land  under  the 
required  contracts,  the  contracts  to  which  I  have  alluded.. 
^  Ci;iticism  has  been  leveled  here  as  to  the  price  for  which  th^land 
IS  being  sold.  Examination  of  the  record  will  reveal  that  since  1965 
when  water  first  became  available  within  our  district  there  have 
been  approximately  15  sales  of  excess  land.  These  sales  have 
involved  developed  land,  good  land,  class  J,  2  and  3  which  has  been 
leveled  m  many  instances,  and  other  wise  improved,  was  sold,  with 
Itoeau  of  Keclamatiok  approval,  at  the  following  prices:  One 
parcel  was  sold  for  $608  an  acre,  that  was  the  highest.  In  one 
instance  it  was  $575  an  adre.  One  at  $541  an  acre;  two  at  $475  an 
acre;  one  at  $435  an  acre;  one  at  $425  an  acre;  one  at  $400  an  acre, 
one  at  $375  an  acre,  one  at  $350  an  acre,  one  at  $325  an  acre,  five  at 
|300  an  acre,  one  at  $250  an  acre,  one  at  $225  an  acre  and  two  at 
$100  an  acre.  Even  without  seeing  this  land  of  superior  quality,  none 
could  legitimately  criticize  the  selling  prices  as  being  contrary  to  the 
policy  of  Reclamation  law.  * 

The  impression  that  is  gained  from  hearing  the  testimony  hereto- 
fore prpsent<id  that  I  gathered  as  time  to  you  and  as  presented  else- 
^where  over  the  years  forces  one  to  the  conclusion  that  the  witnesses 
are  moi^  interested  in  punishing  the  big  man  than  they  are  in 
aiamg  the  small  one.  If,  for  example,  the  witnesses  appeftring  before 
who  speak  of  acreage  limitation  are  truly  interested  m  getting  the 
small  man  on  a  farm,  why  are  they  not  suggesting  programs  where- 
by farmx^^orkers  and  others  who  wish  to  settle  on-a-f arm  can  be 
enabled  to  obtain  these  lands  which  become  available  under  Recla- 
mation law.  Why  are  they  not  suggesting  programs  whereby  the 
small  man  can  finance  the  acquisition  under  a  reasonable  interest 
charge?  Wliy  do  they  suggest  programs  which  will  aid  the  farm 
laborer  ^vho  becomes  a  farm  owner  provide  the  money  for  him  to 
imance  hiS  initial  operations,  and  above  all,  why  do  they  not  suggest 
programs  which  will  permit  him  or  provide  the  qpportiuiity  for  him 
to  compete  m  the  marketplace  and  to  get  a  price  for  liis  product 
that  is  somewhere  near  what  he  has  to  pay  for  those  articles  which 
he  has  to  buy? 

I  am  no  exjonomist,  but  I  can  see  what  has  happened  to  the 
farmer,  large  and  small,  is  the  fact  that  the  price  which  he  receives 
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for  his  product  has  remained  fairly  constant  over  the  last  twenty  or^ 
thirty  years  and  the  price  that  he  has  to  pay  for  what  he  has  to  hfty^ 
is  much  greater.  Consequently  there  has  been  an  increasing^  necessity 
for  him  to  own  more  acres  in  order  to  provide,  the  same  income  he 
had  been  receiving.  There  is  great  doubt  as  to  whether  160  acres  will 
sustain  a ''farm  family.  It  may  be  unfair  to  locate  a  sraair  farmer  on 
160  acres  on  which  he  can't  succeed.  It  would  seem,  therefore,  that 
'  since  increase  in  the  limitj^tion  would  be  merited^ 

The  l^st^irfe-enactment  of  the  i60-acre  limitation,  which  dealt  with 
the  160-acre  figure  was  1926,  almost  forty  years  ago^  If  at  that  time 
160  acres  was  considered  to  be  the  ,  amount  which  was  necessary  to 
support  a  farm  family,  the  cost-price  squeeze  being.ej?tperienced  it 
would  indicate  that  considerably  more  acres  are  required  today  than 
it  did  at  that  time,  if  the  small  farmer  is  to  be  enabled  to  support 
his  family  in  today's  economy.  I  submit  that  perhajps  an  objective 
study  should  be  undertaken  to  4etermine  what  the  legitimate  acreage 
figure  is  that  is  necessary  to  support  a  farm  family.  Such  a  study 
should  take  into  account  type  of  soil,  elevation,  types  of  crops  to  be 
grown,  growing  season  and  other  varients. 

I  do  not  believe  that  the  Bureau  of  Reclamation  needs  to  be 
embarrassed  at  the  record  it  has  had  in  terms  of  the  enforcement  of 
.  the  acreage  limitation  and  I  am  certainly  proud  of  the  record  that 
has  been  found  in  my  own  district  in  this  regard.  Any  objective 
person  who  knows  his  facts  would  concede  that  tlfe  enforcement 
results  are  exceedingly  good.  Every  prediction  that  has  been  made 
about  this  project  by  the  people  who  appeared  before  you  on  pre- 
vious days  in  this  proceeding,  eveiy  prediction  over  the  years  that 
they  made  about  this  project  has  failed  to  come  true,^  and  what  is 
more,  what  they  have  stated  as  fact  has  been  fiction.  ^ 

Senator  Stevenson.  In  your  district,  are  you  making  that  as  a 
general  statement? 

Mr.  Brodt.  a  general  statement  as  to  my  district,  I  am  referring 
to  that  specifically  at  this  point,  although  I  believe  the  same  is  true 
umversally.  I  can  only  speak  with  knowledge  as  to  my  own  district, 
I  know  generally  what  is  going  on  in  other  areas  and  I  know  they 
are  enforcing  it  there.  .  j.-i 

For  example,  a  year  or  so  ago,  the  Secretary  of  the  Interior  did 
dispose  of  holdings  of  the  Di  Giorgio  Fruit  Corp.;  othera  have  done 
it  on  their  own  thus  eliminating  the  .necessity  for  the  Secretary  of 
the  Interior  to  do  so.  I  am  saying  it  has  happened  elsewhere,  and  I 
am  convinced  that  it  is  being  enforced  elsewhere.  I  believe  also  that 
these  holdings  have  not  developed  overnight  and  they  are  not  going 
to  be  broken  up  overnight. 

Senator  Stevenson.  You  are  saying  that  the  160-acre  limitation  is 
unrealistic  

Mr.  Brodt.  If  I  may  interrupt,  I  am  saying  that  I  do  not  know 
but  I  don't  believe  that  anybody  else  who  has  thus  far  testified  - 
knows  either,  as  to  whether  the  160-acre  figure  is  appropriate  in 
Aterms  of  general  application.  I  am  saying  that  I  believe  an  objective 
study  would  reveal  a  study  be  conducted  to  determine  that  in  most 
instances  a  unit  of  substantially  more  than  160  acres  is  required  to 
support  a*f  amily  and  that  I  recommend  such  a  study. 
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/Senator  Stevenson.  Quite  clearly  the  size  of  the  economically 
$^lf -sufficient  farm  does  depend  a  lot  on  the  nature  of  the  crop,  and 
wfeliave  an  arbitrary  160-acre  limitation  regardless  of  the  nature  of 
the  crop.  Do  you  have  at  this  point  any  tentative  ^dews  as  to  how 
you  might'  formulate  a  more  realistic  acreage  limitation  which  did 
take  into  account  such  factors ^s  the  kind  of  crop  ?  / 

Mrs.  Brodt*  a  few  years  ago  the  Bureau  of  Keclamation  sug- 
gested to  the  Interior  Committee  of  the  Congress  what  was  called  a 
class  1  equivalent  formula  which  attempted  to  take  the  factor?  I 
have  mentioned  into  account.  It  is  one  way  of  doing  it.  jUiere  are  a 
number  of  ways  it  could  be  accomplished.  For  example  you  could 
have  someone  or  a  group,  as  new  ijrojects  are  developed,  determine 
the  acreage  for  that  particular  project  and  for  that  particular  area. 
I  also  think  that  the  determination  should  be  subject  to  review  from 
time  to  time.  I  can  only  repeat  what  I  know  and  what  I  have  been 
told  by  people  in  whom  I  have  confidence,  that  in  my  own  area,  for 
example,  160  acres  will  jiot  support  a  farm  family  on  the  basis  of 
the  kmd  of  cropping  that  has  to  bo  done,  the  kind  of  equipment  that 
has  to  be  operated  and  the  other  hazards  of  this  particular  matter. 

I  have  known  Mr.  Henning  of  the  AFI^OIO  for  a  number  of 
years,  I  consider  hiia  to  bo  a  personal  friend/ but  I  think  he  has 
wph  misled  by  his  subordinates  just  as  this  committee  has  been 
misled  nand  I  think  others  have  been'  misled  and  I  think  Congress- 
man Waldie  has  been  misled  by  the  inaccurate?  information  given  to 
him.  For  example,  Mr.  Henning  testified  the  other  day  to  the  effect 
that  there  were  900,000  acres  on  the  west  side  of  the  San  Joaquin 
Valley  which  were  in  violation  of  the  acreage  limitation  law,  of  the 
reclamation  law^  Federal  law.  Well,  my  own  area  is  the  largest 
entity  within  the  Federal  service  area,  on  some  600,000  acres  which 
are  subject  to  the  excess  land  provision  of  the  Federal  law,  and  it  is 
complying  with  the  excess  land  provisions.  I  know  of  no  other  land 
on  either  the  west  side  or  the  east  side  of  the  San  Joaquin  Valley 
that  is  violating  the  acreage  limitation  provision  of  the  Federal  law. 
Mr.  Bulbulian^  testified  the  other  day  as  to  the  fact  that  the  Bureau 
is  favoring  the  large  landowners  l)y  the  prices  which  were  being 
approved  for  sale.  As  usual,  Mr.  Bulbulian  knows  not  whereof  he 
speaks.  I  have  read  to  you  the  prices  which  have  been  approved  and 
supplied  that  to  you  and  no  one  can  contend  tliat  these  are  favorable 
to  the  seller  in  the  sense  Mr.  Bulbulian  has  indicated. 

Mr.  Taylor  testified  that  on  the  west  side  of  the  San  Joaquin 
Valley  Federal  constinction  proceeds,  an  obvious  allusion  to  our  own 
project,  to  deliver,  to  serve  water  to  400,000  acres  with  two-thirds  of 
the  land  ineligible.  Wlien  we  first  started  serving  water  the  total  dis- 
trict had  76  percent  ineligibility.  As  Mr.  Taylor  well  knows,  there  is 
no  necessity  for  these  people  and  no  incentive  for  these  people^  to 
sign  these  contracts  until  water  was  actually  available.  I  have 
already  demonstrated  to  you  the  figures  of  83  percent  eligibility 
where  tlie  water  is  available,  so  the  people,  are  signing  these  con- 

,  tracts,  and  I  suspect  this  actually  is  to  Mr.  Taylor's  disappointment. 
Home  years  ago  Mr.  Taylor  made  the  prediction  and  insisted  upon 

.  the  fact  that  the  Southern  Pacific  Railroad  Co.  would  evade  the  law 
and  that  it  would  not  sign  the  necessary  contracts.  The  Southern 
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Pacific  Kailroad  Co.  18  signing  the  contracts  as  the  water  becomes 
available  to  its  land.  I  sincerelv  believe^  that  Mr.  Taylor  is  disap- 
pointed in  the  fact  that 'the  compliance  record  has  been  so  outstand- 
ingly good.  I  am  convinced,  and  I  believe  the  facts  speak  for  them- 
selves on  the  njatter,  that  Mr.  Taylor  and  others  who  have  tntely 
tried  to  make  these  same  points^  over  the  years  are  making  a  jiupe 
of  the  farm  laborer  and  the  small  farmer. 

Senator  Stevenson.  Eligibility  depends  on  the  contract,  but  the 
enforcement  of  the  contracts  is  quite  another  question. 

Mr.  ^RODY.  I  would  submit  to  you  that  the  contracts  are  being 
enforced,  that  tliey  are  signing  them.  The  time  for  disposition,  the 
project  is  just  starting,  it  isTa  new  project,  it  is  not  completed  yet, 
but  where  they  have  signed  these  contracts  they  have  agreed  to  dis- 
pose of  their  lioldings,  some  starting  in  1965,  and  progressively  as 
water  became  available  more  were  signed.  Now  within  10  yearsyjhey 
must  dispose  of  that  land.  If  they  don't,  the  Secretary  of  the  Tnte- 
rior  hag  the  power  of  attorney  to  dispose  of  it  for  them.       ;  ^ 

Senator  Stevenson.  Are  you  saying  that  upon  the  expiration  of 
these  iG-year  periods,  the  Department  of  the  Intiirior  has  been  dili- 
gent in  requiring  the  disposition  of  the  excess  lands  ? 

Mr.  Brodt.  I  am  saying  in  our  own  district  that  term  has  not  yet 
expired  and  that  the  right  of  the  Department  to  sell  the  land  has 
not  become  effective.  I  am  saying  in  otlier  areas  it  has  been  doing  it 
but  not  too  successfully,  through  no  fault  of  its  own  or  of  the 
owners.  I  might  suggest,  sir,  that  the  appropriatii  program  for  us  to 
be  thinking  about,  and  so  far  liave  not  heard  of  Mr.  Taylor  or  Mr. 
Bulbulian  or  anyone  else  making  this  suggestion,  as  I  have  done  to 
the  Department  of  the  Int^irior,  that  when  the  10  years  expire  and 
there  will  be  a  large  amount  of  land  available  for  disposition  at  tliat 
pohit,  that  perhaps  now  is  the  time  we  ought  to  be  thinking  as  to 
how  we  are  going  to  make  an  orderly  disposition  of  it,  how  we  will 
make  it  possible  for  the  small  tenant  or  ttie  small  farmer  to  obtain 
this  land.  This  is  the  kind  of  program  that  is  needed  but  to  suggest 
that  tlie  program  is  not  being-^enforced  at  this  particular  time  is  per- 
*fectlv  ^'iuiculous.  ,  ' 

I  believe  that  I  will  not  impose  further  upon  your  time.  I  will  bo 
happv  to  answer  questions  and  perlujips  as  time  goes  on  here  I  have 

contributed  something.  *   

Senator  Stevenson.  Thank  you,  Mr.  Brody.  I  think  before  we 
come  back  to  questions  of  you  we  might  now  proceed  with  Mr. 
Towner  and  Mr.  Pafford. 
Mr.  Brodt.  May  I  interrupt? 

Senator  Stevenson.  By  all  means.         ^  ,       i.  i 

^  Mr.  Brodt.  There  are  two  additional  points  I  would  like  to  malce. 
One  is  that  if  largo  land  holdings  are  evil^  then  they  are  not  e^al 
l)ecause  vou  put  water  on  that  land.  Tlie  suggestion  has  been  made 
that  they  are  evil  because  they  have  the  opportunity  to  control  the 
Government.  If  this  is  truly  the  case,  which  I  doubt,  the  problem 
should  not  bo  attacked  merely  upon  the  basis  of  irrigated  land.  1 
submit  I  have  heard  no  comment  about  the  fact  that  concentrated 
land  holdings  in  the  ^urban  communities  which  control  the  ghettos, 
which  crqate  the  ghettos,  I  have  heard  no  comment  about  the  fact 
that  water  is  supplied  to  projects  for  urban  uses. 
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Senator  Stevenson.  We  arc  primarily  now  concerned  about  the 
plight  of  rural  Americans,  tffis  subcommittee's  jurisdiction  doesn't 
really  extend  to  water  use  in  urban  areas,  althouch  there  is,  of 
course,  an  mterrelationship.  " 

Mr.  Rrodt.  I  am  saying  there  have>  been  statements  made  here 
before  this  committee  to  the  effect  of  the  evil  of  large  holdings.  I  am 
^•^•y?"?  I*  not  necessarily  solely  an  evil  farming  matter,  if  it  is  an 
evil  at  all   ' 

the  dtles  tw""^^'^"^*  ^  sewing  an  evil  everywhere, 

Mr.  Brody.  But  the  other  point  I  really  intended  to  make  was  on 
the  residency  requirements  referred  to  by  Congressman  Waldie.  As  I 
inaicated  before,  there  have  been  a  series  of  enactments  over  the  past 
60  years  with  respect  to  the  acreage  limitption,  and  it  was  not  mitil 
a  week  or  so  ago  when  a  Federal  court  as  part  of  an  interlocutory 
Tuagment  stated  that  the  residency  requirement  was  applicable. 
What  will  come  out  of  that  on  appeal  I  don't  know.  But  for  the  last 
w  years  the  law  has  not  been  construed  as  the  court  or  Mr.  Waldie 
have  construed  it. 

Senator  Stovenson.  Was  it  applied  to  disqualify  corporations 
from  ownership  of  irrigated  land?  i      j  i' 

•  Mr.  Brody.  I  don't  know,  sir,  I  have  not  gone  into  that  question. 
It  conceivably  could.  But  it  would  also  preclude  a  lot  of  the  small 
owners  from  owning  land  also,  that  applies  not  only  to  the  excess 
lands  but  to  nonexcess  lands,  and  a  lot  of  the  small  owners  who 

,  aepend  upon  this  income,  rental  income  from  these  lands  would  bo 
^  disnipted  in  this  picture  also,  which  would  be  a  very,  very  serious 
problem,  lor  example,  in.  our  own  district  tihere  are  2,300  owners  of 
parcels  less  than  640  acres  in  size  who  could  be  affected  by  this  verV, 
very  adversely,  and  Congress  should  review  that  particular  aspect 
of  the  limitation  as  to  whether  it  is  practicable  and  desirable. 

Senator  Stevenson.  They  would  be  affected  because  they  are 
absentee  owners?  j 

Mr.  BRoqr.  Yes,  sir,  most  of  these.  I  am  not  saying  all  2,300 

2,300  small  oAvners.  Certainly  most,  if 
not  all  of  them  are  nonresident  owners. 
I  am  sorry  for  the  interniption. 
Senator  Stevknson.  Thank  you. 
(The  prepared  statement  of  Ralph  M.  Brody  follows :) 

Prbpared  Statement  op  Ralph  m.  Brody.  General  Manager.  Westerlands 
Water  District,  Fresno,  Gamf. 

I  wish  to  Umnk  tho  Subcommltteo  for  Inviting  mo  to  testify  here  today  on 
the  subject  of  water  development  and  the  migrant  labor  problem.  I  «m  pleased 
l^fnnP'''m"lT  ""'""1'  .\'T«  8»Wect.  However;  I  must  acMpt  the  Invi- 

Jnrl''?^^""  ^  vrctcna  to  bo  either  an  expert  on  mlgra- 

„t7:^^,"l  f      "K"»no'nJ8t  and  I  doubt  that  I  can  contribute  much  that  will 
T  »"y      your  deliberations.  However,  there  are  one  or  two 

^  <J'»<"'a»-  These  points  are  neither  profound  nor  renX 

great  expertise  and  are.  or  should  l)e.  apparent  to  the  ordinary  Itymtn  ^ho 
thinks  about  the  situation  of  the  migratory  laborer.  layman  wno 

»n;i?nr/'''''*l'f^  development  provides  more  job  opportunities  for  the  farm- 
worker,  In  addition,  by  providing  new  and  stabilized  cropping  patters,  It  can 
fSS,"^ln«r,r/?f'  «;  '»«K'-ant  to  a  resident  laCf Vi  8,1S 

turn,  generates  the  opportunity  for  him  and  his  family  to  avail  themselves  of 
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the  educational,  health  and  other  facilities  of  th(^community  of  which  he'can 
become  a  part  * 

I  agree  with  the  suggestion  that  has  been  made  that  the  migrant  laborer 
should  also  be  given  the  chance  to  elevate  his  status  above  that  of  a  farm 
worker  and  that  a  complete  solution  to  the  pr^lem  lies  in  the.  direction  of 
providing  an  opportunity  and  procedure  for  the  farm  laborer  to  become  a  farm 
owner  and  operator.  Most  of  the  discussion  in  the  past  has,  been  based  upon 
the  assumption  that  the  farm  laborer  is  to  remain  in  that  same  category.  It 
has  been  stated,  with  merit,  that  if  jsq  wish  to  really  benefit  the  migrant 
worker,  we  must  not  only  improve  the  conditions  under  which  he  works  for 
others,  but  also  give  him  the  chance  to  become  his  own  employer  to  the  extent 
that  he  wishes  to  do  so.  *  * 

Aside  from  the  obvious  fact  that  improved  agriucltural  conditions  brought 
about  by  water  resouree  development  can  provide  moye  jobs,  and  to  some 
extent  fi  greater  number  (»f  year-round  Job  opportunities,  It  would  seem  that 
federal  water  development  projects  afford  opportunity  to  Initiate  a  program 
whereby  the  mfgrant  worker  who  becomes  qualified  through  education  and 
training  to  operate,  and  wlshe.s  to  do  so,  to  own  his  own  farmstead. 

For  example,  as  has  been  pointed  out  by  others,  there  is  existing  legislation 
in  the  field  of  federal  water  development  which,  if  Implemented  and  up-dated, 
could  aid  in  achieving  this  end.  I  refer  to  the  so-called  excess  land  provisions 
.  in  the  federal  reclamation  laws. 

These  provisions  require  every  landowner  who  desires  water  from  a  federal 
Irrigation  project  to  agree  to  dispose  of  his  land  in  excess  of  ICO  acres  within 
a  specified  period  of  time.  In  the  case  of  the  Central  Valley  Project  in  Califor- 
nia, and  many  projects  outside  of  Calif (nmia.  the  period  of  disposition  by  the 
landowner  is  ten  years.  The  agreement,  which  entitles  the  owner  of  the  land  to 
water  pending  disposition,  also  provides  that  should  the  owner  fail  to  so  dis- 
pose of  his  excess  land  within  the  ten-year  period,  the  Secretary  of  the  Inte^ 
rior  has  the  power  to  dispose  of  it  for  him.  Thus,  under  the  existing  program, 
land  eould  be  available  for  the  people  who  are  now  engaged  in  working  on  the 
land.  For  example,  in  Westlands  Water  District  alone,  there  are,  at  present, 
200.000  acres  of  land  whieh  are  already  subject  to  dispository  contracts.  This 
is  the  contractual  picture  with  the  necessary  water  distribution  works  only 
about  one-third  complete.  With  the  completed  distribution  facilities,  we  esti- 
Mnate  that  more  than  twice  that  -acreage  will  be  under  that  type  of  contract 
Such  land  is,  and  will  be.  available  elsewhere  in  California  and  throughout  the 
western  Reclamation  states. 

However,  merely  to  make  the  lariU  available  for  acquisition  without  tlie 
financial  ability  upon  the  part  of  the  fane  worker  to  acquire  and  operate  the 
land  means  little.  In  order  to  meet  this  frroblem,  it  would  seem  that  a  pro- 
'  gram,  akin  to  that  of  the  Small  Business  Administration,  would  be  disirable 
for  adolition  and  funding  so  as  to  provide  training  and  long-term  federal  loans 
at  low  interesit  rates,  0|> without  interest,  to  the  eligible  laborers  and  others, 
with  the  funds  necesstfry  to  purchase  and  equip  the  farm  and  start* operations. 
In  the  alternative,  loans  could  be  madl*  available  from  private  sources  but 
guaranteed  by  the  federal  government  with  the  federal  government  paying  a 
portion  of  the  interest  cost. 

I  recall  that  during  the  1030s  and  *40s  the  government  had  instituted  a  pro- 
gram for  a  conversion  of  farm  tenants  to  farm  owners.  That  program  failed  to 
achieve  any  substantial  results  becauiSe  of  the  tack  of  adequate  funding  and 
because  the  amount  loaned  was  not  enough  to  permit,  acquisition  of  a  unit  suf- 
ficiently large  to  support  a  family,  but  the  program  and  the  principle  were 
sound.  '  , 

It  appears  then,  that  in  addition  to  makhag  the  land  available  for  acquisi- 
tion and  creating  the  financial  ability  to  acquire  farm  ownership,  there  al«o 
must  be  an  assurance  that  the  size  of  farm  or  amount  of  land  is  adequate  to 
support  the  owner  and  l^s  family.  Considerable  doubt  has  been  expressed  as  tp 
whether,  in  most  areas  and  with  respect  to  many  CJtjnps  that  might  be  pro- 
duced, a  farm  of  160  or  320  acres,  as  provided  undei^xlsting  law,  Would  be 
adequate.  I  believe  that  the  consensus  of  thase  who  are  informed  on  the  sub- 
jeet  would  indicate  that  this  size  farmlwould  riot  be  adequate. 

Thet^  Is  one  fact  Which,  among  othVrs,  stands  out  in  my  mind  which  would 
seem  to  indicate  that  this  is  a  legitimate  conclusion.  The  last  time  that  the 
Congress  designated  100  or  320  acres  as  the  amount  of  land  wlileh  presumably 
might  support  a  family  was  1026.  Since  that  time,  we  all  know  the  price  which 


ERLC 


52 


1673 


•  *^i?.!'*f?^^^?*®      J?.  atrtlcles  he  needs  has  steadily  increased,  » 

wmie  the  pNce  which  he  has  received  for  his  product  and  results  of  his  labor 


For  example,  according  to  Department  of  "Agriculture  statistics,  in  IMO  the 
average  price  of  a  one-pound  loaf  of  white  .bSead  was  13.5  cSits.  Today  it  is 
22.0  centB,  In  1040  the  retailer's  share  of  thai  bread  price  was  2.2  cents  and 
today  it  is  5  cents.  In  1940  the  baker  and  the  wholesaler  got  6.3  cents  and 
today  they  get  12.2  cents.  In  1040,  1.7  cents  went  to  mlUing,  grain  handling 
and  transportation.  Today  it  is  2.4  cents.  In  1040  the  farmer  received  3.8  cents 
for  his  wheat  and  other  contributions  to  the  product  and  this  figure  has  re- 
mained unchanged.  This  Is  fairly  typical  as,  to  what  ha?  happened  to  the  farm- 
er's income.  ' 

I  do  not  need  to  polht  out  to  this  Subcommittee  what  has  hapi>ened  to  the 
price  that  has  to  be  paid  by  the  farmer  in  the  marketplace  for  the  things  he 
1""^J!>"^-  .  ®*  would  seem  to  me.  that  if  160  or  320  acres  was  considered 
m  1026  as  being  the  amount  of  land  required  to  support  a  farm  family,  a 
much  larger  amount  of  land  would  be  required  today  In  ord^  to  meet  the 
needs  of  a  family. 

Mu'ch  has  been  said  concerning  the  corporate  farm  as  freezing  out  the  small 
farmer.  In  my  Judgment,  this  la^not  the  case.  Without  attempting  either  to 
Justify  or  to  criticize  the  existence  of  the  diversified  corporate  farm,  I  would 
only  state  that  It  seems  to  me  that  it  has  been  the  econoiftic  circumstance  of 
the  cost-prl(;e  squeeze  that  has  forced  the  small  farmer  off  the  land,  making 
the  land  available  for  acquisition  by  others,  including  the  corporate  farm.  But 
that  economic  circumstance  was  not  developed  as  the  result  of  any  corporate 
farm  competition  with  the  small  farmer.  Each  receive  essentalUy  the  same 
price  for  his  product  In  the  marketplace.  It  Is  not  a  matter  of  underselling  the 
small  farmer,  but  rather  that  of  belhg  able  to  gain  the  profll  from  a  greater 
number  of  acres  and  from  the  total  handling  of  the  production  process  that 
the  small  farmer  was  not  aple  to  obtain  from  his  small  unit  . 

In  other  words,  I  believe  that  the  dtuse  of  the^uctlon  In  the  number  of 
family  farms  has  been,  and  Is.  that  the  farmer  today\needs  more  acres  to  yield 
to  him  the  same  net  return  that  jio  was  able  to  receive  from  a  smaller  ac'reage 
three  or  four  decades  ago.  The  small  farmer  Is  then  forced  to  himself  become 
the  operator  of  a  larger  unit  or  to  sell  his  land  to  another  to  be  fanjiejl  with 
Increased  acreage.  The  failure  to  obtain  adequate  income  from  the  smaUer  unit 
did  not  result  from  the  competition  of  the  larger  one.  . 

The  smaUer  farmer  can  survive  and  propser  and  he  will  be  able  to  stay  on 
the  land  when  he  can  operate  enough  land  to  make  this  total  operation  profit- 
able. The  large  operator  survives,  In  major  .part,  because  his  large,  number  of 
acres  makes  it  possible  to  withstand  the  lower  profit  per  acre.  I  submit  that 
even  If  the  diversified  corporate  farm  did  not  exist  today,  the  small  farmer 
could  not  survive  unless  he  was  able  to  farm  more  acres  and  obtain  a  reasona- 
ble return  on  the  Investment  It  requires. 

I  therefore  suggest  that  the  figure  provided  for  In  the  Reclamation  Law  In 
terms  of  what  is  lycessary  to  support  the  farm  family  should  be  enlarged  to 
that  whlclivtakes  Into  account  the  cost-price  factor  ^nd  provide  an  amount  of 
land  under  the  Reclamation  law  whleh.  Indeed,  will  provide  a  suitable  return 
ana  support  a  farm  family. 

In  any  event.  It  w^uld  appear  to  be  desirable.  In  order  to  aid  in  assuring 
that  the  laborer  can  actually  support  his  family;  and  not  fail  In  the  enterprise, 
once  he  gefs  on  the  land,  that  an  objective  and  Informed  study  be  conducted  to 
ascertain  what  size  farm  unit  Is  and  will  be  required  to  support  that  family 
ana  to  permit  the  farm  laborer  to  make  a  success  of  the  enterprise. 

When  that  has  been  done,  the  excess  land  program  can  be  operated  to  the 
benefit  of  the  farm  laborer  and  others. 

I  would  be  happy  to  attempt*  to  answer  your^questions. 

Senator  Stevenson.  Mr.  Towner,  v^ill  you  please  proceed  ? 


STATEMENT  OP  PORTER  A.  TOWNER,  CHIEF  COXINSEL  OP  THE 
DEPARTMENT  OP  WATER  RESOURCES,  SAN  PEANCISCO,  CALIP. 

Mr.  Towner.  My  name  is  Porter  Towner  and  I  am  chief  counself 
lor  of  the  Stat<5  of  Calif  ornia  Department  of  Water  Resources. 
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I  have  a  propar(«a>tat€ment  which  has  been  made  avaifablo  to  tho 
subcommittee.  We  Want  to  thank  you,  Senator  Stevenson,  jmd^^^^ 
Senator  Taft,  for  coming  to  Califorma  and  holding  these  heawngs. 

The  points  I  am  going  to  make  aren't  aa  much  federally  orientca  . 
as  they  are  State  or  State's 'rights  orienfed       I  to 
read  tlie  whole  statement  for  tW  reason,  I  thmk  you  may  Wore 
interested  in  Federal  projects  and-  the  application  of  the  federal 

Senator  Stevenson.  Without' objection  we  will  enter  yo*  full 
statement  in  the  record. 

•  I'S  ^oTSne^n^^^^^^^^  to  briefly  ^1.11  7- "  State  ' 
water  project  is.  Its  initial  features  will  cost  about  $3.8  billion.  It  is 
a  Statewide  project  and  the  largest  single  ^^ter  <lovelopmeirt  in  ttie 
worid  to  be  fiiianced  at  one  time.  To  the  present  time,  abou<a3  M- 
libn  has  been  expended  on  the  project  and  I  ^^"^d  ^ike  to  embhas^^^^ 
that  these  (\re  State  funds  made  available  by  the  sale  of  boii)^8  and 
by  thrusft  of ■  State,  revenues  from  tideland  oil  and  other  spufces. 
I'hoy  are  not  Federal  fund*"  at  all.    .„    ,  j;^  xi  „ 

The-rcason  for  the  project  is  essentially  the  same  reason  as  for  the 
Fedewvl  ^Vntral  Valley  project  that  is  involved  in  the  I'cdferftl  law 
and  Federal  acreage  limitation,  tlmt  is,  most  of  our  water  naturally 
occurs  i»  northern  (California,  north  of  San  Francisco,  and  most  of 
the  water  (hjmands  arc  south  of  that  point.  So  it  is  a  question  of 
storing  the  water  ami  eventually  delivering  it  where  tho  needs  are. 

Fntfer  the  State  projo^t  about  00  percent  of  the  cost  of  the  project 
is  reimbursable  an^wilfbo  paid  in  full  at  the  going  rate  of  mterest, 
that  is,vtho  rate  of  interest  which  t  costs  the  State  to  issue  its  bonds. 
This  repayment  policy  of  full  reimbursement  is  different  from  the 
ii'ederal  policy  under  reclamation  projects,  <or  example,  and  was  not 
arrived  at  easilv  or  without  careful-  consideration.  Several  btate 
administrations, 'Democratic  and  Republican,  devoted  ft  great  deal  of 
effort  and  time-consuming  studies  that  evaluated  tho  vanous  options 
the  State  might  employ  if  it  got  into  tho  water  business.^  Both 
houses  of  lefrMature  carefully  considered  this^  matter,  and  in  our 
statementAve  have  references  to  tho  studies  that  were  made  and  tho 
reports  which  were  pertinent.  i  ii /rr  r^m^ri 

The  basic  Bums-Porter  Act  itself  which  prodivdcd  $1.75  billibn 
worth  of  bSnd  authorimtion  was  n^fT^by  tlie  legislature  anOver 
and  above  the  usual  requirement  for  a  Federal  project,  for  cxoinple, 
was  submitted  to  a  vote  of  the  people,  since  a  debt  was  to  bo 
incurred.  The  referendum  was  approved  by  tlie  people  and  all  this 
occurred  before  we  entered  into  the  project.  Then  before  we  entered 
into  tho  project  we  required  that  75  percent  of  tho  costs  be  guaran- 
teed, reimbursable  by^  contracts  with  water  users,  power-using  agen- 
cies throughout  the  State.  ,        e«      ^  ri« 

After  tlieso  safeguards  were  made,  wo  went  to  tlie  bupremo  (^ourt 
of  California  with  our  first  water  supply  contract  which  was  with 
the  Metropolitan  Water  District  of  Southern  California.  The  court 
judicially  determined  that  this  contract  and  tlio  law  upon  which  it 
was  based,  the  State  law,  was  entirely  proper  and  that  the  project 
Svas  in  a  i)osition  to  proceed. 


51- 


1675 


We  did  proceed,  and  the  project  at  the  present  time  is  about  90 
percent  complete,  and  an  additional  9  percent  is  under  consSnlctidn, 
so  we  are  pretty  well  along  the  road.  The  project  has  proceeded 
aiscordin^  to  schedule  and  water  deliveries  have  been  made  according 
to  th6  oS^al  schedule  which  was  entered  into  or  which  was  pro- 
mulgated m  1959.  We  are  quite  proud  of  this.  There  have  been  a 
'^Jiwipber  of  problems  but  we  ^  proceeding  according  to  what  the 
;"legislature,  the  previous  adipinistration,  and  this  administration 
have  ordered  us  to  do. 

We  began  the  water  services  iii  south  San  Francisco  Bay  area  in 
.1962,  NortMSan  Francisco  Bay  ar^  and  San  Joaquin  Valley  in  * 
1968-,  and  ife-are^ffow  moving  water  across  the  Tehachapi  Mountains 
mto  southern  California.  We  have  contracts  with  31  water  service 
agencies  for  aniiual  deliveries  of  4,230,000 Jfcgs  of  water.  Full  use  of 
this  water  will  not  occur  till  the  end  of  the  century.  All'  of  these 
contracts  are  on  q-n  ascending  delivery  scale. 

However,  I  point  out  that  all  of  the  water  users  are  paying  their 
full  share  of *the  cost  and  they  are  doing  it  with  a  payment  of  inter- 
est so  that  all  reimbursable  costs  will  be  repaid  to  the  State. 

I  would  like  to  point  out  that  attached  to  our  prepared  statement 
wer  have  a  map  showing  the  service  areas,  where  we  are  delivering 
water  from  the  State  project.  The  service  area  runs  roughly  from 
almost  the  northern  border  of  California  all  the  way  down  to 
Mexico,  to  the  Mexican  border. 
^     I  >would  like  to  niake  this  point  with  respect  to  these  deliveries, 
that  only  30  percent  of  the  water  from  this  project  is  going  to  agri-. 
culture;  70  percent  is  for  municipal  and  industrial  use.  So  70  per-* 
^^ent  of  the  use  pf  the  water  really  has  nothing  to  do  with  land  own- 
ership since  It  is  for  urban  development.  Most  of  the  water  which 
-^will  be.  used  for  irrigati^;.  from^our  project,  about  1,230,000  a'cre 
feet,  which  IS  20  percent  of  fhe  water  supply,  ^ould  be  used  in  the 
^  ban  Joaquin  Valley,-  with  minor  amounts  being  used  elsewhere 
throughout  the  state. 

You  have  asked  the  way  in  which  our  project  would  benejSt  large- 
.and  small-scale  farmers  in  the  areas  it  will  supply.  We  have  gone' 
into  that  in  the  statement  and  I  will  not  attempt  to  answer  that  in 
detail  here.  I  am  not  an  economist  and  e^entially  our  project  is  a. 
water  supply.project  and  not  a  land  reform  project 

I  would  point  ,  this  out,  however,  that  in  this  State  any  irrigation 
water,  whether 'it  comes  from  a  project  financed  by  the  State  or 
whether  it  comes  from  the  Federal  Central  Valley  project,  which 
Mr.  Pafford  and  Mr.  Brody  will  taljUat^  you  about,  or  whether  it 
comes  from  the  water  district  or  individual  sources  or  wherever,  any 
supply  of  water  greatly  reduces  risk  to  the  farmer'  and.  to  urban 
water  users,  to  everyone,  and  stabilizes  our  economy. 
_^  I  would  like  to  point  thia  out,  that  with  respect  to  irrigation 
deliveries  of-  water,  it  is  only  one  aspect  of  farming  and  I  think 
whether  it  be  the  size  of  the  operation  of  farming  .or  labor  available, 
farm  management,  financing  to  the  farm  or  water,  we  have  to 
remember  this  is  only  one  part  in  tlie  whole  farming  picture. 

I  would  like  to  make  a  couple  of  other  little  comments  here,  again 
from  the  State  point  of  view,  without  taking  too  much  of  your  time. 
^  Congressman  Waldie  I  think  has  been  misinformed  or  misinter- 
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prets  some  of  the  aspects  of  the  State  water  pr6ject  He  made  the 
point  that  our  project  was  formulated  to  avoid  the  Federal  acreage 
limitation.  This  is  not  true.  As  I  have  said,  70  percent  of  the  water  ' 
from  the  project  is  going  to  municipal,  industrial,  and  urban  use 
which  has  nothing  to  do  with  an  acreage  limitation  whateoever.  W  e  .  ■ 
are  serving  water  for  irrigation  uses  in  the  San  Joaqum  Valley.  We 
have  a  multipurpose  project  and  it  makes  sense  to  serve  water  "«^ere 
it  is  needed  and  where,  they  can  meet ,  the  State  requirements,  lhat 
is:  pay  the  full  reimbursable  costs.  ,    „   ^   n  -u 

And  I  might  say  the  reason  I  think  that  the  State  does  not  have  a 
policy  comparable  to  the  acreage  limitation  of  the  Federal  law^:^ 
"fet"fhere"a"rg^lib"  suhsidies.^^^m^^^  bemg  repaid  -with 

interest  and  if  there  is^  no  subsidy,  I  believe  there  is  no  need  for  any 
acreage  limitation.  ^  •    •  o 

Mr  Waldie  also  mentioned  the  Federal-State  partnership  m  ban 
Luis  Unit,  that  the  State  had  somehow  conned  the  Federal  Govem- 
nient  into  using  its  money  here  and  avoiding  the  Federal  acreage 
limitation.  Well,  the  fact  of  the  matter  is  at  San  Luis,  55  percent  o± 
the  cost  of  that  project,  which  was  $327  million,  55  percent  of  that, 
or  179  million,  was  paid  by  the  State  of  Calif orma  during  construe-- 
-tion,  so  there  was  no  Federal  investment  in  55  percent  of  the  tacili- 
ties.  At  the  present  time  the  project  is  completed  and  the  btate  is 
operating  it.  Since  the  State  is  paying  55  percent  of  the  cost  it 
should  be  entitled  to  uSe  55  percent  of  the  facilities,  which  was 
exactly- the  deal  which  was  approved  by  Congress,  and  which  is  m 
the  contract  we  have  with  the  Bureau  of  Eeclamation  and  is  the 
basis  on  which  that  unit  of  the  project  is  bemg  operated. 

Senator  Stevenson.  I  am  sorry,  you  lost  me  there.  Will  you 
explain  the  Federal  involvement  more  specifically. 

Mr  Towner.  Yes.  The  San  Luis  project  is  an  off-stream  storage 
reservoir  which  is  geographically  south  of  where  we  are  sitting  now. 
It  stores  about  2  million  acre-feet,  and  it  is  physically  adjacent  to 
both  the  canals  of  the  Federal  Central  Valley  ptoject  and  the  btate 
Water  project.  We  have  parallel  canals  going  down  the  valley  it 
will  be  used  really  as  a  large  reservoir.  You  pump  water  into  it  m 
the  winter  months  when  there  is  a  lot  of  water  flowmg  out  to  the 
ocean.  You  keep  it  there  till  the  summertime  when-  you  need  it  and 
then  you  release  it.  So  it  is  really  not  on  a  natural  water  couree  that 
amounts  to  anything,  it  is  an  off-stream  storage  reservoir  IhiS"  site 
was  adjacent  tdLboth  the  Federal  canal  and  the  State  canal.  We  both 

liked  the  site.  .        , ,  ,  ■,  j   ^  -jt  •    t.  ;> 

The  econWy  of  scale  dictated  it  would  be  a  good  deal  if  instead 
of  building  two  little '  reservoirs,  one  for  the  State  and  one  for  the  , 
Federal  Government,  you  built  one  big  one  and  split  the  savings.  As 
a  matter  of  fact,  under  the  engineering  and  construction  savings  we 
made  there,  I  think  we  saved-rBob  do  you  recall  1 

Mr.  Pafford.  $40  million  out  of  $120  million. 

Mr  Towner.  So  we  saved  a  considerable  percentage  of  the  cost. 

Senator  Stevenson.  When  you  referred  to  55  percent  bemg  btate 
facilities,  you  were  referring  to  the  canal  and  the  reservoir? 

Mr.  Towner.  I  am  referring  to  the  reservoir  primarily.  We  built 
this  big  reservoir,  the  State  put  up  55  percent  of  the  cost  antl  the 
Federal  Government  put  up  45  percent  of  the  cost.  To  oversimplify. 


ERIC 


56 


Ip77 

we  said;  we  are  partners  in  this  arrangement.  The  State  money  is  put 
up  during  construction.  You  don't  repay  it  over  a  hundred  years. 
You  put  It  up  when  things  are  being  built.  We  said  the  State  should 
be  entitled  to  use  55  percent  of  the  water  stored  and  the  Federal 
GoverniEfent  to  use  45  percent.  This  is  a  unique  situation.  It  is  the 
only  place  in  the  United  States  where  such  a  partnership  situation 
has^  occurred.  It  happened  because  California  got  into  the  water 
business,  because  it  was  financially  able  to  do  so.  I  think  it  is  great 
that  the  Federal  and  State  governments  could  cooperate  in  this  situ-  ^ 
ation. 

Now,  as  far  as  the  State  is  concerned   ' 

^  Senator  Tapt.  Excuse  me,  but  is  the  45  percent  subject  to  the  Fed- 

eral acreage  limitation        ^  - 

Mr.  Towner.  It  certainly  is.  The  45  percent  storage  is  serving  the 
Westlands  area  which  Mr.  Brody  was  talking  abput.  There,  the  Fed- 
eral law  applies. 

The  position  of  the  State  on  this  matter  is  that  whatever  the  State 
law  is,  the  State  law  should  apply  to  55  percent.  If  the  State  had  an 
acreage  limitation,  fine;  but  as  a  matter  of  fact  we  do  not.  In  any 
event  it  is  our  money  and  we  figure  this  is  a  matter  of  States  right 
and  State  law  should  govern  on  this  matter.  As  a  matter  of  fact,  the 
Solicitor  of  the  Department  of  the  Interior,  the  Attorney  General  of 
the  United  States  and  its  Congress  by  appropriating  money  for  this 
project  have  concurred  in  this  point  of  view. 

Senator  Taft.  The  45  percent  is  not  to*  be  repaid  and  it  isn't 
funded  by  bonds  and  it  isn't  under  repaynjent  contract,  it  is  under 
the  Federal  program,  correct? 
-^j  Mr.  Towner.  Yes,  sir.  It  is  under  Federal  repayment  contracts 
which  Mr.  Pafford  will  refer  to,  but  it  is  a  different  type  of  repay- 
ment contract.  The"  State  will  have  nothing  to  do  with  these  federal 
contracts. 

Senator  Taft.  I  understand  that.  I  mean  as  to  the  Federal  part, 
that  IS  not  going  to  be  repaid  to  the  Federal  Government  ? 

Mr.  Brody.  It  will  be  repaid  by  my  district  and  oth6r  districts 
using  the  Federal  portion  of  the  capacity.  In  other  words,  we  pay  to 
the  Federal  Government  and  the  State  beneficiaries  pay  to  the  State. 

Mr.  Towner.  We  have  31  public-agency  customers.  They  will  pay 
all  the  cost  of  the  State  project.  The  Federal  Cental  Valley  project 
has  its  customers,  under  their  rules  and  their  law#^Under  the  Fed- 
eral project  the  price  of  water,  for  example,  in  We  San  Joaquin 
Valley  is  cheaper  because  there  are  different  rules  of  repayment.  I 
won't  get  info  that. 

The  only  point  I  am  trying  to  make  is  that  the  State  does  have  a 
larg^  investment  in  the  project.  We  think  the  State  law  applies  to 
this  investment.  ' 

Now,  as  far  as  the  future  construction  is  concerned,  I  would  like 
to  say  one  word  about  this.  Mr.  Waldie  said  that  Congress  should 
not  grant  any  assistance  in  bujjding  the  Peripheral  Canal.  Well,  this 
IS  a  matter  of  policy.  I  would  like  to  say  this,  however,  that  as  far 
as  fair  deals  are  concerned  this  Peripheral  Canal  could  be  an 
arrangement  similar  to  that  at  San  Luis.  The  State  would  pay 
half  of  the  cost,  the  Federal  Government  would  pay^alf  of  the  cost, 
and  since  you  would  have  a  partnership  arrangement,  I  would 

ERIC  57  V    •    I  ■ 


1678 

assume  that  the  State  would  govern  half  pf  the  capacity  of  the  canal 
imder  its  laws  and  its  ndes  and  regulations,  and  the  Federal  brov- 
emment  would  govern  the  use  of  the  other  half.  I  see  nothing  wrong 
in  this  and  I  think  a  great  saving  would  occur  to  all  concerned.  • 

I  think  that  is  all  I  have  to  say,   

Senator  Stevenson,  Could  you  describe  a  li^fe-bit  inore.  specifi- 
cally the  projpct  customers.  I  think  you  mdicated  that  70  percent  of 
the  project  water  went  to  municipal  use. 

S^enatoTSraNSoW!^  Does  that  include  in  addition  to  municipali- 
ties, industrial  customers,  power  companies?  i.  ^  •  • 
•  Mr  TowNEn,  That  is  correct,  Senator.  Everythmg  but  irngation. 

Senator  Stevenson.  What  is  "everything"?  How  about  municipal- 

^*^Mr  TowNEn.  Generally  speaking  in  pur  trade  you  have  the  two 
cateefories,  irrigation  and  municipal  and  industrial,  and  municipal 
and  industrial  includes  everything  but  f  "gabion  Jrigation  is  only 
for  the  growing  of.crops.  In  other  words,.  "M  and  I,"  would  include 
the  home  gardener  and  the  lawns  and  things  like  that,  but  nothing 
grown  for  commercial  gain.  ;^ 

(The  prepared  statement  of  Porter  A.  Towner  follows:) 

Prepared  Stat^:ment  OF  PORTEU  A.  Townee/Chiep  CotNSEi,  OF 
Department  of,"Wate4,Resqurces,  San  Francisco,.  Calif. 
We  are  appearing  at  the  requtt  of  the  Chairman  of  the  Subcommittee  to 
nr-PHPtif  itiformation  on  the  State  of  Cailfomla's  water  project. 

For  the  benefit  of  me^^^  of  the.  Subcommittee  onJVIlgratory  I^bor  who 
are  not  from  California.  It  may  be  helpful  to  describe  briefly  the  State  Water 
Prolect  in  order  to  provide  a  framework  for  our  comments. 

The  2  8  billion  dollar  project  is  the  first  statewide  water  resQUrces  develop- 
ment in  the  United  S?aLs\ndth^  largest  single  water  development  in  the 

"^^rrt^hL^^ToTer-cUToJ^X  water  ^VT^^^X^^t 

WiVr^iXrrmX^^^^^^^ 

can  border.  The  State  Water  Project  is  being  constructed  to  correct  this  imba  - 
ance  and  to  provide,  throughout  its  600-mile  route,  a  firm  supply  of  good  qual- 
Uy  water  a^  Siianinteed  source  hydroelectric  f^er.  recreaUonal  sites 
r^dily  available  to  urban  areas,  aiW  the  enhancement  of  fish  and  wildlife  hab- 
itats LrallCalifornians.  Additionally,  millions  of  dollars  per  year  in  flood 

^Tout'^pt'cenroVthe  co'st  of  the  project  Is  reimbursable  and  Will  be  re- 
natd  in  fvdl  at  the  going  rate  of  interest  for  state  bonds.  The  repayment  and 
taancfnJ  HOlicv  was  not  arrived  at  easily  or  without  careful  consideration. 
?r  iate  aSS  devoted  a  great  deal  of  eilort  to  studies  that  evalu-  . 
nted  the  vaS  options  the  state  might  employ  for  financing  and  repaying 
costs  of! 'thrprWect  Both  houses  of  the  state  legislature  devoted  m«ch  time 
S  conducted  maiiy  public  hearings  over  a  several-year  period  to  formulate 
.  ?htpXciy^-5Far^  embodied  in  the  Burns-Porter  Act  wMch  a^^^^  and 
financed  tl.e.project  after  approval  by  he  ^ot^^"' *^f/"*t,J,"  J?^V'  TS^  of 
islative  deliberations  are  summarized  in  a  report  dated  ^^^r]i'7-c^Jr^i>°; 
he  Assembly  Interim  Committee  on  Water  and  in  a  report  of  the  Senate  Fact 
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hIS^JS?  Cojnniltfee  on  Water,  dated  March  i960.  The  Asaembly  report  is  enti- 
tled "Econdiplc  and  Financial  Policies  for  State  Water  Projecte"  smd  thp 
wltJrKlUeht"-^  ^•"«-<='-^»=a  ofat'^a^ 

-^nl^l  1?"  °i  ^"i^  "^^^^  "^^^  *°  ^iiance  the  capital  needs  of  the  proj- 
•  «f  V  S  state  were  used  to  finance  about  60  Mr 

cent  of  «P)tal  cost,  wltfstate  oil  and  gas  revenues,  revenue  bond^,  and  JTs- 
^Zl^w^f^T",  ""ost  Of  the  balance.  Federal  con  ributlons, 

Swt!  conteobbeneflts,  have  totaled  3  per  cent  of  the  cost  of  the 

Construction  of  all  project  facilities  necessary  to  meet  water  and  power  de- 
livery requirements  through  mld-1973  Is  90  per  cent  complet^  CaddltToL  9 
per  cent  Is  befiig  constructed  under  contracts  already  awarded.        ''""^""°«"  » 

The  State  Watel:  Project  began  water  service  to  the  South'  San  Francisco 
Vauev'fn  Si^n^d*".  ^orth  San  Francisco  Bay  area  and  the  *n  JoaS 
CallfOTnla  moving  water  across  the  Tehachapls  Into  Southern 

nu^lt  nf  *i9^"^*"'*™'l*\'^?  ^\  "^"^^  service  agencies  for  dellveries^an- 
nnm  Jnr  i^'^     ftf^^^  °t  ^"H^'  ^"  ^'^^er  is  not  expected 

a^e  lndlcat^  below?  amounts  of  water  contracted 

Upper  Feather  River  area   on  am 

North  San  Francisco  Bay  area     " 70'  SXX 

South  San  Francisco  Bay  area         .  ' "   laa' nnn 

Western  San  Joaquin  VaUey........  ,  Itt'}^ 

Central  Coastal  area.......  ^  "  ^'  ro'SSS 

Southern  California  "--IHIIIIIIIIIIIII^IIIIiri  2,497,500 

 —  —  -  4,  230,  000 

statement.^^*"^'"^^  ^^'^"'^  attached  to  this 

Most  of  the  project  water  used  for  irrigation  will  be  in  the  ann  Tnnnnin 
Valley,  about  1230,000  acre-feet  or  20  percent  of  the  water  sSply  Seariy  aU 
theremaining  70  percent  of  project  yield-will  be  used  in  urban  areas  - 
There  are  about  eight  and  one-half  million  acres  of  irrigated  land  In  Callfor- 

ft^m^l  ^?"''/'  ^?"f"  a^"-  I^WnK  .40  years  ahead,  our  projections 

for  2010  indicate  about  ten  million  acres,  a  marked  decrease  in  rate  of  erowth 
rfS^S^  .  ''"J'.?^  °' t^'^  latter  estimate,  the  project  will  furbish  ir- 
rigation  water,  both  a  new  supply  and  a  supplemental  supply,  to  about  400000 
acres  in  the  San  Joaquin  Valley,  or  about  4  per  cent  of  tte  projMtenotaa 
statewide  acreage  California  is  urbanizing  at  a  rate  of  about  45,(W0adres  per 
year  with  about  25,000  acres  of  presently  irrigated  land  being  disf)laced  by  this 

WnZ^'^l^^Z,^^^^  information  on  ,  ,  the  way  in  which  the  California 
Water  Project  will  benent  large-  and  small-scale  farmers  in  the  area  it  will 
supply  The  Department  of  Water  Resources  has  major  responsibility  in  the 
field  of  water  management  but  not  in  areas  of  farm  management,  especially  as 
It  may  relate  to  distinguishing  benefits  resulting  from  the  uses  of  irtigation 
water  by  so-called  big  and  small  operators.  The  state  has  contracted  for  proj- 
^nLrnft'^if^T'^f  i^''^^  ^k^^  P"^"''  ^'^^^^  agencies.  It  has  no  water  service 
contracts  with  individuals.  Consequently,  our  informatioriSon  such  things  as  ef- 

sqSls'^^^^^^^^^  ''^''^  ''^^  financing,  and  price-cost. 

Water  from  the  state  project  is  higher  priced  than  water  would  be  from  a 
federal  Reclamation  project  because  all  capital  and  interest  and  operating  costs 
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are  passed  on  to  the  31  agencies  contracting  for  the  water  yield  of  the  Project. 
Therefore,  very  careful  management  of  agrlctdtural  land  using  such  water  wiU 
be  required  if  irrigation  is  to  be  profitable.        ^  ^ 

The  price-cost  squeeze  in  farming  is  a  nationwide  problem,  not  one  peculiar 
to  California.  Statistics  indicate  a  long-term  trend  towards  the  increasing  size 
of  farms,  but  this  phenomenon,  also,  is  nationwide.  One  common  practice  m 
Califoi^nia  agriculture  is  for  a  farmer  to  combine  the  acreages  of  several  small 
adjacent  ownerships  in  order  to  form  an  economic  operating  unit.  Bent  may  be 
paid  either  on  a  cash  or  cropshare  basis.  ^  ^ 

In  the  newly  developing  state  project  service  area  this  procedure  has  becoma* 
an  established,  practice.  Thus,  farm  operators  are  able  to  spread  the  costs  of 
expensive  equipment  and  supplies  oVer  sufficient  units  of  land  and  crop  jleld 
to  realize  an  economic  return.  Also,  landowners  are  e^gbled  to  receive  reran 
on  theiiT'  land  investment  which  otherwise  could  not  bear  the  high  costs  of  de- 
veloping^ and  operation.  _  ^    «   j  i. 

In  California,  any  irrigation  water,  whether  from  the  State  Water  Project 
or  the  federal  Central  Valley  Project,  or  from  a  water  district  or  Individual 
source,  greatly  reduces  risk  and  uncertainty  and  stabilizes  farming  operations. 
Available  water  also  stabilizes  the  economy  of  the  towns  and  cities  which  d^ 
pend  on  farming.  Only  under  irrigation  can  the  widest  possible  array  of.  food 
»  and  fiber  be  produced,  and  the  quality  of  product  maintained.  However,  Irriga- 
tion water  is  only  one  of  many  inputs  in  the  total  process  of  agricultural  pro- 
duction. Therefore,  .whenever  we  focus  on  some  aspect  of  farming,  whether  it 
be  size  of  operation,  or  farm  labor,  or  farm  management,  or  farm  financing,  or 
water,  we  must  remember  that  each  of  these  plays  only  a  part  in  the  total 
production  picture. 

(Information  supplied  for  the  record  follows :) 
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LONG-TERM  HATER  SUPPLY  CONTRACTING  AGENCIES 
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Senator  Stevenson-  Let's  continue  with  Mr.  Paiford  and  tlien  we 
can  come  back  to  questions. 

STATEMENT  OF  BOBEET  J.  PAEFOBD,  JE.,  BEGIONAL  DIBECTOE, 
EECHON  2,  Xr.S.  BTJEEAXT  OP  BEOLAMATIOir 

Mr.  PAFFonb.  Mr.  Chairman,  Senator  Taft,  I  am  plea^d  to  be 
here  to  respond  to  your  invitation  for  information.  I  have  furnished 
your  staff  with  a  statement  that  will  outline  in  considerable  detail 
what  I  believe  are  things  you  ve  after* 

Senator  Stevenson.  It  will  be  entered  in  the  record. 

Mr.  Paffoud.  I  will  not  read  it  in  tl^e  interest  of  saving  time. 

I  miffht  say  firstybf  all,  I  am  regional  director  of  remon  2  of  the 
Bureau  of  Rft^jlaismtion  which  includes^only  that  part  of  Caufornia 
which  is  north  of  the  greater  Ijos  Angeles  area,  nor^h  of  the  Tehach- 

api  Mountains.  ,  \,    i.-  j. 

Early  in  the  reclamation  program  shortly  after  the  time  of  me 
1902  act,  were  two  small  projects  in  California,  the  Klamath  project 
m  the  Oregon  border  and  the  Orland  project  on  the  west  side^of  the 
Sacramento  Calley,  which  have  been  quite  suc^iessful  although  very 

old  projects.       '  ^  -Li. 

Wliere  our  major  operation  here  in  region  2  came  about  was 
through  the  assistance  tho^t  was  asked  of  us  by  the  State  of  Califor- 
nia to  lielp  in  preserving  and  enhancing  the  agricultural  economy  of 
the  great  Central  Vallev.  Here,  as  elsewhere  in  the  West,  the  irri- 
gated agriculture  came  in  late  in  the  last  century  by  simple  diver-  . 
'  sion  of  streams,  and  then  by  extensive  use  of  ground  water 
resources,  but  which  were  being  exhausted  rapidly.  , 

The  State  came  up  with  its  own  plan  m  the  lat«  1920'8,  they  Had 
it  passed  by  the  people.  Tliey  went  to  sell  the  bonds  m  1933,  and! 
because  of  the  economic  conditions  of  the  country  they  couldn  t  sell  ^ 
them  so  the  Federal  Government  wa3  asked  to  come  m  and  aid  with 
the  program  here.  This  was  followed  through  by  actions  of  the  Con- 
gress and  the  administration.  I  might  say  that  this  project  has  been 
of  tremendous  vahie  to  the  economy  of  California  and  particularly 
to  the  agricultural  economy.  '    .  ^. 

If  vou  look  at  the  most  recent  list  of  the  10  leading  counties  of 
agricultural  production  in  the  United  States  we  find  that  Fresno 
Countv  is  No.  1  in  the  tTnited  States,  Tulare  County  is  No*  2,  Kem 
County  is  No.  3,  San  Joaquin  County  is  No.  6,  Stanislaus  County  is 
No  10.  All  are  served  bv  our  project.  Tliey  would  not  be  in  that 
position  were  it  not  for  the  Central  Valley  project  and  the  part  it 
played  in  maintaining  agricultural  production.  .  .  V 

T  would  say  briefly  of  the  total  Central  Valley  project  that  it 
delivers  water  to  75  (lifferent  water  districts  who  m  turn  sell  water 
to  the  individual  farmers.  These  water  districts  range  in  size  from 
Mr  Brody's  Westlands  District  of  600,000  acres  down  to  the  Swin- 
ford  Tract  Water  District  of  about  190  acres.  In  certain  areas,  par- 
tictilarly  the  Sacramento  Valley,  we  also  sell  to  individual  landown- 
ers. For  itiatance,  we  Ferve  directly  130  individual  landowners  along 
the  Sacramento  River  Valley.  leased  on  projections  of  the  1964 
census  information,,  we  estimate  some  12,500  small  farm  families  in 
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the  slightly  under  2-mfflion  acre  Central  Valley  service  area  benefit 
directly  from  +he  reclaniation  water  supply. . 
•  In  addition,  our  water  is  supplied  particularly  on  an  interim  basis 
during  ixjriods  of  recordable  contracts,  to  numbers  of  corporately- 
owned  lands  or  m  some  cases  to  corporate-like  farm  enterprises  that 
operate  land  owned  by  individuals.  They  operate  it  for  them  and 
pay  the  rental  or  share  the  profits  with  individuals. . 
_  I  would  like  to  emphasize  that  agriculture  is  California's  primary 
industry  and  big|jest  ^employer.  If  you  take  the  economic  base  that 
springs  from  agriculture,  it  1ms  been  derived  by  many  people  and 
approximately  checked  by  my  economists,  one  out  of  every  fo*Sr  of 
California's  employed  during  1969  were  employed  with  a  job  in  the 
helds,  m  transport,  machinery,  ofiier  implements,  fepd,  fertilizer, 
specialized  services,  the  processing  and  handling  of  agricultural 
products.  So  of  all  the  people  employed  in  California,  one  job  in 
every  four  stems  from  the  economic  impetus  that  comes  from  agri- 
culture, and- about  20  percent  of  that  impetus  would  not  be  ther§  if 
It  were  not  for  water  supplied  by  the  Central  Valley,Wat«r  project. 

1  mentioned  water  deliverieg.  We  started  water  Miveries  in  1941 
^with  just  a  few  thousand  acre-feet.  We  are  now  defivering  three  and 
a  quarter  million  acre-feet  or  more  per  year.  We  have  delivered 
some  37  million  acre-feet  of  water  through  the  project  since  it  caLa 
into  operation.  This  water  has  made  possible  the  production  oi^grops 
with  a  gross  value  of  $5.8  billion  through  1969.  The  1969  eX  alone 
had^a  gross  value  of  $542  million.  .By  way  of  comparison,  thVinvest- 
Wmon  Central  Valley  project  facilities  totals  some  $1.3 

.  I  would  like  to  point  out  that  while  reclamation  irrigation  water 
isn  t  exactly  given  away  here,  it  definitely  is  considered  to  be  less 
expensiw  than  other  possible  alternative  sources.  In  some  cases  the 
po.ssibiIity  of  developing  water  locally  without  trembndous  projects 
IS  impossible  In  other  cases  they  are  beyond  the  financial  capabili-* 
tics,  particularly  in  the  areas  of  the  small  farm  ownership.  But 
rnrough  the  action  of  various  provisions  of  reclamation  law  the 
agricultural  user  of  reclamation  water  does  receive  assistance  in  the 
cost  of  his  water  supply.  For  instance,  the  Federal  investment  in  the 
portion  of  the  reclamation  program  devoted  to  irrigation  water 
development— not  the  power  and  municipal—but  tlVe  irrigation 
water  development,  is  repayable  without  interest,  usually  over  a 
period  of  50  years.  Repayment  of  the  cost  of  development  is  some- 
times further  reduced  if  the  ability  .of  the  farmer  to  pay  in  the  proj- 
ect service  area  is  iRsijfficient.  This  is  quite  important  in  the  case  of 
tlie  s"hialler  holdings,  m  the  relatively  poor  agriculture  areas.  Eevc- 
nues  from  the  sale  of  hydroelectric  power  generated  by  Bureau  pow- 
erpliin  s  provide  much  of  this  assistance.  Tlipn  going  on  to  the  4ater 
district,  and  again  T  think  it  is  important  to  the  more  marginal 
smaller  fanner,  the  common  practice  is  to  divide  the  water  cost 
between  the  farmer  and  the  ad  valorem  tax*,  base.  This,  incidentallv, 
provides  quite  tin  incentive  in  the  case  o£<the  Westlands  project  for 
tbe  larger  owners  to  dispose, of  their  land  because?,  as  I  understand 
it,  about  lialf  of  the  total  repayment  comes  from  ad  valorem  cost 
whicli  thoy  pay  whether  they  get  project  water  or  not,  and  the  other 
part  comes  from  the  use  of  water. 

♦  ■  ■ 
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'  The  way  conditions  are,  the  way  the  ground  water  is  being 
depleted,  water  *>cing  used  for  other  pirrposes,  we  feel  that  about 
lialf  of  the  acres  that  ^re  being  irrigated  by  the  Federal  ^  project 
would  have  to  revert  to  dry  farming  in  California  if  it  weren't  for. 
tiie  services  provided  by  the  project.  -rrr    i    j  tn- 

Nbw  another  point.  Slightly  different  than  in  the  Westlands  JJis- 
trict,  I  would  point  out  that  about  84  percent  of  the  area  that  we 
serve  with  water  gets  what  we  call  supplemental  irrigation  Service. 
Tliat  is,  we  furnish  the  additional  water  it  takes  to  raise  the  crops 
beyond  whatlkhey  liave  from  local  streams  and  what  they  can  take 
from  ground  water  without  exhausting  the  ground  water  to  raise  the 
crops.  The  very  fact,  though,  that  we  do  furnish  water  supplemental 
to  that  used  from  ground  water  helps  to  preserve  the  ground  water 
levels  for  the  future.  And  in  many  cases  we  have  integrated  opera- 
tions so  in  effect,  some  of  our  excess  water  in  wet  years  ends  up  with 
the  farmer  storing  it  xmdergroimd  where  there  is  no  evaporation.  ^ 
•  Your  letter  of  invitation,  and  certain  testimony  now,  indicated  a 
'^special  interest  in  the  role  played  in  recent  years  by  the  160-acre 
limitation  in  this  area.  I  would  "like  to  get  into  that  with  some  facts. 

As  of  December  Jil,  1070,  there  were  about  2,{i00,000  acres  of  irrig- 
able land  within  the  area  of  the  Central  Valley  Project;  that  is,  . 
land  phvsically  capable  of  being  served  and  covered  by  appropriate 
water  service  contracts.  Of  this  2,300,000  acres,  l,4/)0,000  acres  is 

"Honexcess  land;  that  is,  it  means  it  is  land  that  is  restricted  to  farms 
of  IGO-acre  limitation,  IGO  acres  for  an  individual  and  380  acres  for 
a  man  and  wife,  so  it  is  legally  entitled  to  receive  Federal  water 
under  the  acreage  limitation  provisions.  The  remaining  878,000  acres 
in  this  area  that  we  could  serA;e,  and  is  covered  in  contracts,  falls 
into  two  general  categories,  excess  lands  that  are  not  eligible  to 
receive  excess  water  and  do  not  receive  it,  and  excess  land  eligible  to 
receive  water  by  virtue  of  recordable  sales  contracts  as  has  been  men- 

'  tioned  bv  Mr.  iBrodv  and  others. 

Now,  I  mentioned  the  expiration  of  these  contracts.  Not  only  do 
we  have  the  right  in  the  contracts  to  dispose  of  the  land  but  I  per- 
sonally have  acted  as  the  agent  of  the  Secretary  of  the  Interior  m 
disposing  of  lands  where  they  have  not  been  disposed  of  by  the 
owner.  In  fact,  tlie  first  such  sale  made  in  tlie  United  States  to  my 
knowledge  under  reclamation  law  was  the  sale  of  Di  Giargio  Corp. 
starting  in  1904,  in  mv  administration.  Tliat  was  a  relatively  small 
holding  of  very  valuable  land,  something  around  4,000  acres,  which 
toolc  about  2  vears  to  dispose  of. 

Going  ahead,  of  the  246,000  acres  that  have  been  placed  inder  rec- 
ordable contracts  for  the  project,  65,000  acres  have  been  sold  either 
voluntarilv  or  bv  the  Secretary  of  the  Interior.  Tlie  remaining 
1H1,()()()  acres  are  still  within  the  10-year  time  limit  except  for  a  very 
few  thousand  acres  which  currently  are  in  the  process  of  being  sold. 
Now,  the  other  607,000  acres  of  excess  land,  while  physically  capable 
of  being  served,  and  which  is  contributing  in  many  cases  to  ad  valo- 
rem taxes  toward  the  payment  of  the  water  supply,  just  simply  does 
not  recoiv/  water.  ,     .      .  ,  •y.j. 

I  mentioned  in  my  statement  the  Westlands  situation,  and  Mr. 
Hrodv  luiH  covered  it'  very  well. 
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There  has  bfeen  a  lot  of  skepticism  whether  these  large  lando\^ors 
wouia  break  up  Hie  property.  It  has  been  rather  pleasing  to  us,  over 
2G(),(KX)  acres  are^already  broken  up;  or  are  on  the  way  to  beiiig" 
broken  upahroiiglv  recordable  contracts  that  have  been  signed,  which 
are  being  signed  jtist  as  rapidly  as  our  rather  slow-moving  construc- 
tion pro/jram  gets  wate^r.  to  the  land.  So  I  think  the  ejffect  of  the 
acreage  limitation  and  its  administration  in  the  Central  Valley  of 
Califonya  has;  been 'to  emphasize  ,one  trend  towards  the  breakup  of  ' 
large,  single-o\vnership  of  agricultural  landholdings,  even  though  wo 
have  the,  other  trend  we  have  heard  About  otherwise.  ^         .  ^  ' 

There  are  factors  definitely  affecting  the  economics  of  agriculture 
production  and  they,  as  you  liave  JiOard,  tend  to  be  working  towards 
a  trend  to  increj^se  the  size  of  small  farms.  I  am.  talking  of  the  eco- 
nomic factors  now.  Something  will  have  \b  be  done  eq^omically  if 
we  want  to  get  the  social  factors  in  to  break  up  thisArend,  as  has 
been  recommended  by  Mr.  Brody  and'^revious  witnessed 

Just  looking  at  the  people  we  serV,e  and  some  estimates  wq  have 
made,  using  1964  census  data  and  sorfya  of  our  own  Supplements,  in 
1008  we  found  tlie  small  farms  on  tlie  average  ^ha/e  been  trending 
towards  operating  units  of  about  200  or  3i)0  acre./ in  San  Joaquin 
Valley.  When  I  say  small  faims,  we  serve  many  farms  with  just  20 
to  40  acres.  Tlie  2()-acre  ones  are  not  economicallyjelf -sufficient,  they 
are  run  as  an  auxiliary  by  somebody  who  haS  other  part-time 
employment.  In  certain  cases,  and  I  believe  you  heard  this  in 
b  resno,  with  certain  crops  40  to  80  acres  will  still  provide  a 
sufficient  income,  but  they  are  the  exception,  they  are  the  high-value^ 
specialty  crops.  /^"^ 
We  don't  feel  that  there  is  any  doubt  that  the  availability  of  the 
Bureau's  stable,  moderately  priced  water  supplv  here  in  Califdimia 
J8  strongly  underpinning  the  family  farm  in  California.  Otherwise 
farm  units  could  not  have  been  operated  economically  in  their  pres- 
ent form  with  the  price  water  would  have  cost  them  without  Bureau 
service,  if  they  could  have  obtained  ivater.  They  could  hot  have 
remained  competitive  in  the  agricultural  marketplace. 

So  I  think  that  the  combined  effects  of  the  acreage  limitation  and 
the  federally  subsidized  water  supply,  with  the  lower-cost  water, 
have  added  a  very  considerable  force  in  slowing  down,  at  least,  the 
trend  towards  large  farm  sizes  in  California. 
I  believe,  on  bahaice,  the  program  has  been  of  help. 
Now,  there  has  Iwen  quite  a  bit  said  about  administration  of  the 
excess  land  laws.  That  is  one  of  the  more  controversial  elements  of 
our  program.  And  like  with  many  things  that  have  effects  on  peo- 
ple 9  lives  or,  in  particular,  their  pocketbooks,  there  are  quite  wide- 
ly divided  opinions.  There  is  a  strong  minority  opinion  that  the 
excess  land  laws  are  wrong,  they  shouldn't  be  tliere,  you  should  let 
sui)t)ly  and  demand  and  economics  run  and  that  our  adriiimstration 
IS  far  too  tough.  There  is  also  a  very  strong  and  very  vocal  opinion, 
which  also  seems  in  the  minority  as  far  as  the  Congress  and  the 
courts  are  concerned  as  to  what  the  law  means.  It  contends  the  law 
isn  t  tough  enough  or  that  if  the  law  is  tough  enough  it  isn't  being 
administered.  Well,  I  don't  see  anything  too  different  here  than 
many  other  trends.  You  get  the  same  arguments  on  tariffs,  foreign 
relations  or  many  other  things.  But  I  can  say  in  clear  conscience 
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that  we  are  administering  the  excess  land  laws  effectively  in  accord- 
ance with  the  guidelines  that  have  been  laid  down  by;  the  courts,  by 
the  Congress  and  by  legal  rulings  of  an  independent  branch  of  the 
Interior  Department,  the  Solicitor's  office  who  sets  the  legal  frame- 
work. ^  1.  J. 

Mr.  Chairman,  that  concludes  the  summary  of  my  statement. 

Senator  Stevenson.  Thank  you,  Mr.  Pafford, 

(The  prepared  statement  of  Robert  J.  Pafford  Jr.,  follows:)  , 

Prepared  Statement  of  Robert  J.  Pajffoed,  Jr.,  Beoioitai.  Director, 
Region  2,  U.S.  Bureau  op  Reclamation,  California 

My  name  is  Robert  J.  Pafford,  Jr.  I  am  Regional  Director  of  Region  2  of  the 
U.S.  Bureau  of  Reclamation.  My  area  of  responsibility  in  California  generally 
covers  the  portion  of  the  state  north  of  the  Tehachapi  Mountains.  ^   ^  ^  ^, 

One  of  the  earliest  Reclamation  developments,  the  Klamath  Project  on  the 
California-Oregon  border,  made  its  Hrst  water  delivery  in  190T.       ;       \    , , 

With  the  exception  of  the  relatively  small  Orland  Project,  on  the  west  side 
of  the  Sacramento  Valley,  no  further  federal  development  of  irrigation  works 
was  undertaken  in  the  Region  2  portion  of  California  before  1035,  the  date  of 
the  first  federal  appropriation  for  the  Central  Valley  Project,  one  of  the 
world's  largest  and  most  dynamic  agricultural  water  developments. 

The  history  of  irrigated  agriculture  in  the  Central  Valley  of  California  (ac- 
tually two  river  valleys— the  Sacramento  and  San  Joaquin)  began  in  the  luth 
Century  with  direct  diversions  of  the.  limited  streamflows.  The  California  Gold 
Rush  pushed  the  use  of  these  methods  to  tlie  limit  of  their  crude  capabilities. 
Following  the  advent  of  electrical  power  around  the  turn  of  the  century, 
pumping  of  ground  water  provided  a  larger,  more  reliable,  water  supply. 
Using  the  water  available  from  small  river  diversions  and  the  f^o}^} 
irrigated  agricumire  in  the  Central  Valley  grew  rapidly  in  the  early  1000  s 
and  reached  a  total  of  some  two  million  acres  in  the  1920's.  Development  in 
the  next  decade,  however,  leveled  off  Uecause  of  drought  and  poor  economic 
conditions.  It  also  became  apparent  that  the  vital  ground-water  supply  was  not 
inexhaustible.  Well  water  levels  were  falling  at  an  alarming  rate,  particularly 
in  the  San  Joaquin  Valley  where  extensive'tlevelopment  had  taken  place. 

The  need  for  more  water  was  apparent  and  it  was  obvious  that  the  answer  • 
lay  in  control  of  the  erratic  San  Joaquin  Valley  streams  and  import  of  supple- 
mental supplies  from  other  areas,  principally  the  Sacramento  River  drainage. 
Large  water  developments  were  needed  to  maintain  the  existing  Central  Valley 
economy  as  well  as  allowing  further  expansion.  . 

In  response  to  the  problem,  the  California  legislature  developed  a  plan  to 
store  surplus  flood  water  in  the  mountain  streams  of  the  north  part  of  the 
state  and  transport  the  conserved  water  to  the  south.  The  plan  was  approved 
by  the  voters  and  in  1933  authorization  was  given  to  sell  state  bonds  to  pro- 
vide the  necessary  capital  for  implementation.  But  the  Depression  of  the  ISWOs 
made  it  impossible  to  carry  out  the  plan.  The  bonds  simply  were  not  saleable. 

California  then  appealed  to  the  Congress  of  the  United  States  for  help  and 
in  1037  the  Congress  responded  by  formally  authorizing  construction  of  the 
Central  Valley  Project  by,  the  Bureau  of  Reclamation.  (Some  funds  weire  ac- 
tuallv  provided  as  early  as  1035  under  the  Emergency  Relief  Appropriation 
Act.  A  finding  of  feasibility  by  the  Secretary  of  the  Interior  occurred  during 

"'Today^tK^^  mainly  to  the  Federal  Central  Valley  Project,  major  rivers 
have  been  tamed  and  harnessed,  ground-water  tables  have  been  stabUizea, 
major  flooding  has  been  prevented,  and  up  to  three  million  acre-feet  of  water 
is  delivered  annually  through  a  series  of  reservoirs  and  canals  to  fann  lands 
and  cities  hundreds  of  miles  distant  from  the  major  Central  Valley  Project 

^^^The  federal  control  structures  on  souJliern  San  Joaquin  Valley  rivers  com- 
bined witli  the  facilities  to  control  water  in  northern  California  and  deliver  it 
to  the  San  .Toaquin  Valley  have  provided  much  of  the  water  that  is  used  to  ir- 
rigate some  of  the  I'ichest  farm  land  in  the  world.  The  most  list  of  the 
ten  leading  counties  in  the  United  States  in  farm  prodjictivity  ineUidos  five 
counties  served  by  the  Central  Valley  Project:  Fresno  CcT^nty,  No.  1  in  the  na- 
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The  project  delivers  water  to  75  water  districts  ranging  in  size  from  the 

water  Dlst  Lf  Of  ?/nnfU'  ri*^  "^"^  ^  fhe^Swinfohl  Tract 

water  District  of  about  190  acres.  It  also  serves  directly  about  130  Individual 
water  contractors  i.rinclpally  in  the  Sacramento  Valley  Based  on  project^iS 

ii^n  u  M  ""^'m'""  i'"*'  Joaquin  Valley  portion  of  the  CVP  service 
m^HM'^n''  i''  ^^fneflting  from  the  supply  of  Reclamation  agricultural  wafer  In 
nn!!    1,  Is  supplied  to  numbers  of  corporate-like  farm  enter- 

■  »X  n^^T  <"  Inllvudually-owned  land  are  farmed  as  a  lingle 

aMMlmltatlon"'"^  corporate  farms,  all  under  the  provisions  of  the  160- 

01.^,?^'"""""^  's,fi"f''"'ia's  primary  industry  and  biggest  employer,  providing 
fi"^  «  every  four  Callfornians  employed  during  1969  with  a  job,  in 

the  nelds;  in  transport;  m  providing  machinerj;  and  other  implements  seed 
fertilizer  and  iipeelalized  services  required  by  the  modern  falSer    and  in  the 
proeessinB  and  handling  of  agricultural  products.  Without  ™ble  supplemen- 
tC  ^L^'Tn-  fnirn  ^""r*"'  <"  this  would  have  been  possible.  Much 

of  ti  e  Han  Joiquln  \  alley  would  undoubtedly  have  reverted  to  a  desert-like 
condUlon,  thinly  poppia  ted  and  capable  of  only  the  most  meager  producHvity 

prJdlfetllTty'!""'  '""'^  ''^^'"'•"^       "'^^^^'^  potential 

^on^T„'^v„n'^^I"*^"^"■"**'';'''■''  to  meet  the  agricultural  needs  of  the 

(  entral  \al  ey  Project  service  area.  Over  the  years  since  1941  when  the  llrst 
Wtt  w  was  delivered  via  the  Contra  Costa  Canal,  use  of  Central  Valley  Project 
"„''**'Mr  '"7<"1?>*^!  "  I'"'"'  3,270,000  acre-feet  during  the  1970  fiscal 
vear.  1  I  rouBh  1971  a  .cumulative  total  of  30,319.000  acre-feet  of  watej-  lias 

'rth      'o77„''  '"r'  Valley  Project  facnitles 

.....  ,  ,^  '""'"^  possible  the  production  of  crops  with  tt  gross  value  of  58 
1.1   on  dollars  through  IJMJO.  The  1969  crop  alone  had  a  groSs  value  6f  5422 

ipv  Pr?.ini'  ?„'MimL'?r  r'  '•"'ni>"l«""'  t^e  investment  to  date  In  Central  Val- 
ley Project  facilities  totals  some  1.3  billion  dollars 

.«  !i?nii';i„^J.Xi".""?"""  water  isn't  exactly  given  away  m  California,  it 

ill  f  i  ^,  T  <'''J'<;"«'Yf  than  other  ,K.sslble  alternative  sources.  In  many 
o*lfif  f  ,r'^!nn  '"'i-''  I'l"""  '^  funded  alternative  developments  simply  doesn't 
Im  h  T  r,..?H  1.  '  «'f<*'"'"t  «^npltal  or  an  available  water  resource,  or 

iwtli.  .Through  the  action  of  various  provisions  in  reclamation  law,  the  agricul- 
tural user  of  reclamation  wptcr  receives  assistance  in  meeting  the  eost  of  his 
X^m  ,,pSi  7K  Tl"}  '"^•«'''f"'™t  in  the  portion  of  the  Reclamation  pri- 
fitam  devoted  to  irrigation  water  development  is  repayable  without  Interest. 
ZZtVTf  rr'""  f  "'^  ^S"™-  ««''>ny«>™t  of  the  costs  of  development  is 
sometimes  fur  her  reduced.  If  the  "ability  to  pay"  of  farmers  In  the  nroJect 
fieryl<-<.  area  Is  insufflcient.  Revenues  from  the  sale  of  hydro-eleetric  power  gen- 
'     Hw  rL  -^    '^i;?".  "1""^"'      vroJi'ctH  like  CVP,  assist  In  holding  down 

ti  e  cost  of  \ya-ter  to  the  Irrigator.  In  addition,  a  common  practice  among  water 
Istrlets  in  California  is  to  divide  their  water  costs  between  the  farmer  and 
no  a(i  valoreni  tax  base,  thus  at  once  more  equally  spreading  the  burden  to 
Indirect  as  well  as  (Urwt  beneficiaries  and  holding  down  the  cost  to  the  irriga- 

piir  estfnmtes  iiidleate  that. more  than  half  of  the  acres  that  reclamation  ir- 
ilgatea  In  the  (  allfornla  portion  of  Region  2  wwild  probably  have  to  revert  to 
Zl  hilZJlLu  *^!^'''*^  l"*"  '■P«""»atlon  program.  Hlnee  dry  farming  m  California 
has  histor  ca  ly  been  ^.ased  on  very  large  single  ownerships  for  eeonomie  rea- 
s(ms.  we  believe  that  nearly  873.000  acres,  composed  mostly  of  family-size 
JXmaKetlvlH.1^.  "'arketplaee,  due  prlneipally  to 

About  HI  per  cent  of  the  Region  2  service  area  In  California  receives  supple- 
mental  irrigation  service.  That  Is.  the  projects  (Central  Valley  Project,  plus 
five  smaller  projects)  supply  sufflelent  supplemental  water  to  make  up  the  dif- 
ference between  water  available  locally,  principally  ground  water,  and  the 
amount  aetua  ly  needed  to  Irrigate  crops  being  grown  on  the  land.  An  impor- 
tant benefit,  therefore,  is  the  elTeet  of  our  activities  on  ground  water,  particu- 
larly In  the  Han  .Toaquln  Valley  service  area  of  the  Central  Valley  Project 

Many  parts  of  the  valley  would  either  be  without  water  or  most  certainly  on 
the  verge  of  drying  up  without  the  Central  Valley  Project.  Through  Judicious 
conjunctive  use  of  both  ground  water  and  project  water,  the  ground-water 

ERIC 


lf>88 


level  has  generally  been  stabilixed  in  those  areas  receiving  Central  Valley 
Project  water,  thus  saving  for  continued  future  usj  a  ^(iluable  water  resource. 
AX  the  same  time,  continued  high  crop  production  hifs  been  possible. 

Since  your  letter  of  invitation  to  testify  today  indicated  a  special  interest  in 
the  role  played  In  recent  years  by  the  IGO^cre  limitation  in  this  area,  I  should 
like  to  conclude  my  summary  discussion  with  some  comments  on  that  subject. 

As  of  December  31.  1070,  there  were  about  2,3  million  acres  of  Irrigable  land 
within  the  Central  Valley  Project ;  that  is,  land  physically  capable  of  being 
served  and  covered  by  'appropriate  water  service  contracts.  Of  tliis  amount,  1.4 
million  acres  is  nonexcess  land,  legally  entitled  to  receive  federally  developed 
water  under  acreage  limitation  provisions  of  reclamation  law.  the  so-called 
ICO-acre  limitation  which  provides,  that  federal  water  may  not  be  delivered  to 
more  than  IGO  acres  per  individual.  Owner.  The  remaining  878,000  acres  falls 
into  two  general  categories:  (1)  Excess  lands  not  eligible  to  receive  project 
Water:  and  (2)  Excess  lands  eligible  to  receive  water  by  virtue  of  recordable 
sales  contracts  calling  for  sale  within  ten  years  to  buyers  who  would  meet  the 
requirements  of  the  160-acre  limitation.  (Should  the  excess  owner  fail  to  com- 
jiy  within  the  ten-year  period,  power  to  sell  vests  in  the  Secretary  of  the  Inte- 
#or.)  Such  sales  may  not  reflect  any  value  attributable  to  federal  water  in  the 
Jfiie  price.  About  24G.000  acres  have  been  placed  under  such  recasdable  con- 
fracts  since  4951  and  05,000  acres  have  been  - sold  either  voluntarily  <r  by  the 
Secretary  of  the  Interior.  The  remaining  181,000  acres  under  recordable  con- 
tracts are  either  stillwithin  the  ten-year  time  limit,  or  in  the  process  of  being 
sold  by  the  Secretary.  The  remaining  607,000  acres  of  excess  land,  while  physi- 
cally capable  of  being  served  and  assisting,  in  many  cases,  with  local  repay- 
ment obligations  through  ad  valorem  taxes,  does  not  receive  project  water. 

Our  largest  single  block  of  excess  lands,  some  430,000  acres,  is  located  In 
the  Westlanii  Water  District,  which  is  receiving  initial  service  from  the  San 
Luis  unit  of  the  Central  Valley  Project.  Currently,  we  are  physically  capable 
of  serving  about  300.000  of  Westlands'  507,000  acres.  About  90  percent  of  the 
acreage  we  can  presently  serve  is  eligible  to  receive  project  water,  including 
some  200,000  acres  under  recordable  contracts  and  the  remaindeF-in  nonexceaa 
status.  Thus,  about  half  of  Westlands  can  be  served  at  the  present  time,  and 
aboiit  50  percent  of  the  district's  total  excess  lands  are -under  contract  for  sale 
into  smaller  ownerships  within  ten  years. 

As  these  Itgures  readily  indicate,  the  effect  of  the  acreage  limitation  Mn  the 
Central  Valley  of  California  has  been  to  emphasize  the  trend  toward  the 
breakup  of  large,  single-ownership  agricultural  landholdings. 

r  Conversely,  at  the  other  end  of  the  size  scale,  factors  affecting  the  economics 
'c')f  agricultural  .production,  including  the  cost  and  availability  of  irrigation 
water,  appear  to  be  strengthening  a  freod  to\^rd  Increase  In  the  size  of  small 
farms.  In  1908  a  comparison  was  made  of  farm  and  ownership  size  groups, 
ufdng  1904  census  data  and  the  IOCS  Keglon  2  Bureau  of  Reclamation  Sum- 
mary of  Land  Ownerships*'.  The  comparison  showed  that  the  size  of  small 
farms  was  trending  toward  operating  units  of  about  20^  to  300  acres  in  the 

^^Therris  nid^^  that  the  avallnblllty  of  n  stable,  moderately  priced  water 
Hupply  is  a  strong  underpinning  of  the  family  farm  In  the  Region  «  Portion  of 
California.  Farm  units  tliat  otherwise  could  not  oi>erate  economically  In  their 
present  form  and  size  remain  competitive  In  the  agricultural  marketplace. 

It  Is  apparent  that  the  combined  ofTects  of  the  acreage  limitation,  and  a  fed- 
erallly  subsidized  water  supply,  have  been  a  strong  moderating  force  In  farm 

^^TVe"leve^'on"l)a^  the  effect  of  the  reclamation  program  In  California's 
Central  Valley  has  been  beneficial  to  the  Interests  of  the  family  farmer  and 
'  the  agricultural  worker,  and  to  the  nation.  The  family  farm  remains  a  viable 
economic  unit :  over  400,000  Workers  In  agriculture  and  associated  Industries 
ire  employed:  and  one  of  the  richest  farming  areas  In  Hie^world  cont  nues  to 
deliver  up  Its  bounty  at  each  harvest.  I  think  It  is  safe^ay  tluit  this  sltua- 
tlon  is  due  In  large  measure  to  the  roclanmtlon  program.  In  my  op  nion.  with- 
out  these  great  water  developments,  and  the  financial  structure  which  makes 
them  possible,  the  benefits  now  enjoyed  by  the  people  (»f  this  area  could  never 

'%^3ennem?n!*^t^^^^^^^  my  oraf  presentation.  If  you  have  nnostlons,  I 

wlH  be  most  pleased  to  respond. 

(Information  supplied  for  the  record  follows :) 
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^  Senator  Stevenson.'  Let  me  first  just  make  sure  I  have  some 
figures  straight. 

Did  you  say  that  there  were  2,300,000  acres  in  the  Central  Vallev 
project? 

Mr.  PAFFom  That  would  be  capable  of  being  served. 

Senator  Stevenson.  Right. 

Mr.  Pafford.  Not  all  of  it  is  being  served. 

Senator  Stevenson.  And  of  the  2,300,000  actes^  1,400,000  were 
nonexcess  acres? 

Mr.  Pafford.  That  is  in  land  tl^t  is  eligible  to  receive  water  other 
than  through  the  rotjte  of  recordable  contracts.  I  mean  they  are  def- 
mitdy  m  holdings  of  160  or  320  acres  or  less  with  no  obligation  to 
get  that  way,  they  are  already  there.  . 

Senator  Stevenson^  Aiid  the  balance  is  excess  and  ineligible  or 
excess  and  eligible  by  virtue  of  contracts? 

Mr.  Pafford.  Right. 

^  Senator  Stevenson.  Did  you  say  that  65,()l)0'^acres  had  been  sold 
either  voluntarily  or  mvolimtarily  at  the  expiration  of  the  contract? 
^h*.  Pafford.  Right. 

SSrtator  Stevenson.  Now,  one  of  the  figures  I  missed  was  the 
h^we  on  how  many  acres  were  under  contract  and  in  the  process  of 
being  sold. 

Mr  Pafford.  First  of  all,  of  the  total  of  878,000  acres  of  land  that 
would  fail  into  some  excess  category,  246^000  acres  of  that  got  into 
the  condition  to  receive  water  by  being  placed  ui^der  recordable  con- 
•tracts.  That  left  697,000  acres  of  excess  land  that  is  not  under  rec- 
ordable contracts  and  not  receiving  waiter.  It  could  receive  it  if  it 
wasn't  for  that  legal  barrier.  Again  I  said  246,000  acres  has  been  put 
under  recordable  contracts  and  has  been  receiving  water,  65,000  acres 
of  it  has  already  been  disposed  of  to  holdings,  so  it  is  out  of  an 
excess  category,  it  is  no  longer  owned  in  an  excess  category:  and  of 
the  remuining  181,000  acres,  the  time  limit  has  not  run  out  yet 
except  on  this  three  or  four  thousand  acres,  a  very  small  amount. 
The  time  will  run  out  pro^essively  over  the  next  5  to  8  vears  in 
most  cases.  / 

Senator  Stevenson. ^Jflj^you  tell  us  anything  about  the  nature  of 
the  buyers  of  the  65,000  acres  sold? 

.  ^}^'  P^FF<^'«i>-  They  vaiy  in  many  cases,  I  would  sav.  I  would  have 
to  furnish  this  for  the  record  if  you  want  the  exact  figures,  but  just 
to  give  you  the  broad  impression,  about  half  of  it  is  sold  to  people 
who  acquire  the  farms,  move  onto  the  farm  and  operate  it  them- 
selves. Others,  in  many  cases,  are  purchased  by  people  as  an  invest- 
ment and  contracted  out  either  directly  with  their  own  people  or 
with  other  ,  people  who  have  it  operated  for  themn.  Some  of  it,  for 
instance,  is  purchased  by  doctors  and  dentists  out  of  the  Bay  area  ^ 
.for  an  investment  to  the  future,  looking  forward  to  wanting  to  get 
out  of  the  urban  area  eventually,  and  meanwhile  here's  a  chance, 
they  see  rising  land  values,  a  chance  to  invest  their  money,  get  some- 

not  ^  ^^^^^        ^^^^        ^^^^  ^^^^^  ^^^^ 

Senator  Stevenson.  That  brings  me  to  the  next  question.  In  addi- 
tion to  the  acreage  limitation  don't  you  also  have  the  residency 
requirement  to  enforce?  What  is  your  policy  now  and  in  view  of  the 
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recent.  Federal  District  Court  decision  which  you  understand  inter- 
prets the  residency  requirements  to  exclude  corporate  aiid  absentee 
owners?  / 

Mr.  Paffokd.  The  policy  since  back  in  the  1920's  proceeded  under 
the  assumption  that  that  residency  requirement  had  been  remove-^ 
"This  recent  decision  in  the  Federal  district  court  indicates  that  itf 
required.  Whether  there  will  be  further  court  action  to  clarify /tMt 
or  not  I  don't  know.  If  that  is  it,  it  is  goiiig  to  cause  somel^disturb;;^ 
ance  in  some  areas,  but  it  will  be  enforced.  Although  that*  isn't  as 
big  a  problem  as  some  people  may  think  it  is,  in  many  areas,  partic- 
ularly where  irrigation  has  been  established -und  we  have  been 
through  these  recordable  contracts.  For  instance,  in  the  Orland  and 
Klamath  projects,  98  or  99  perc^t  of  the  people  live  right  on  ttie 
farms  they  operate.  In  most  of  the  other  projects,  eicept  a  very  few 
new  areas,  at  least  80  percen^'are  fully  in  conformance  with  the  resi- 
dency requirement,  leaving  20  percent.  A 

In  the  case  of  the  Westlands  district,  I  think  about  half  woiM 
I^robably  fall  into  the  category  andjibout  half  wouldn't. 

Well,  if  higher  courts  sustain  this,  if  it  isn't  changed  by  the  Con- 
gress, we  certainly  will  add  that  to  the  requirement.  We  have  not 
known  it  was  a  requirement  up  until  this  court  decision  last  month, 
and  we  don't  knov  yet  until  it  is  clarified  by  a  higher  court  whether 
it  is,  what  the  law-«ftys.  ^    ^  ^ 

Senator  Taft.  Is  it  a  final  order  at  this  time ?  -  , 

Mr.  Brody.  It  is  not  ji  final  order,  it  is  an  interlocutory  portion  of 
summary  judgment  or  rather  of  a  declaratory  action,  so  it  is  not  m 
the  appeal  board  at  this  time.  <i  '  , 

Senator  Taft.  All  right.  .  .  fr«u 

Senator  Stevenson.  I  still  don't  understand  yoiir  position.  The 
residency  requirement  has  been  in  the  law  over  the  vears.  You  sajp^ 
something  to  the  effect  that  at  some  point  it  had  bSen  conclMea  it 
was  not  in  the  law.  At  some  point  was  it  just-  interpreted  as  an 
administrative  matter  that  the  residency  requirement  in  the  law  was 
meaningless  and,  if  not,  what  was  it  interpreted  to  mean  ?  _  • 
-  Mr.  Pafford.  Ma*^be  Mr.  Brody  could  answ^er  this  better  than  I 
can.  My  understanding  was  there  was  some  interim  legislation  since 
1902  that  occurred  to  void  this  requirement.  ^   ^  . 

lyir.  Brody.  Senator,  as  I  said  earlier,  the  acreage  limitation  provi- 
sion in  the  reclamation  law  is  not  one  statute.  Over  the  years  it  ho,s 
been  progressively  amended  and  supplemented  and  supplanted  by 
tlie  Congress.  Thisr  is  largely  because  of  changes  in  circumstances  in- 
fact.  Oj-iginally  the  1902  act  was  one  which  was  aimed  directly  at  ^ 
homesteading  lands,  and  then  as  an  incident  to  that,  when  they  saw 
that  incident  to  the  reclamation  of  public  lands  and  creating  home- 
steading  they  could  irrigate,  as  the  years  went  oh,  private  lands 
from  these  T)rojects  as  well  as.public  lands,  and  gradually  there  was 
transformation  until  there  was  almost  totally  .privately-owned  lands. 
In  the  1002  act  there  was  a  contemplation  expressly  provided  for, 
that  there  was  an  individual  who  came  to  the  Federal  Government 
and  applied  for  a  water  right.  He  contracted  for  a  water  right.  And 
it  was  at  that  time  that  the  residency  requirement  Was  included  as  a 
part  of  the  original  act.  As  time  has  gone  on,  because  of  the  nature 
of  the  projects,  because  of  the  nature  of  the  factual  situations,  the^ 
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law  has  been  changed  without  a  repetition  of  the  residency  require- 
ment so  as  to  provide,  instead  of  contracting  with  individuals  on 
this,  the  individuals  banded  together  and  they  formed  districts  and 
the  larger  entity  contracted  with  the  Federal  Government  and,  in 
turn,  collected  the  money  to  repay  the  Federal  Government.  In  the 
evolution  of  these  statutes  and  the  construction  of  them  has  been 
construed  by  the  Department  of  the  Interior,  as  I  understand  it, 
over  the  years,  that  the  more  recent  enactments  did  hot  require  the 
residency  requirement.  . 

Apparently  the  judge  thought  otherwise  in  this  litigation,  and 
wh(ither  he  will  be  upheld  on  appeal,  °if  it  is  appealed,  I  don't  kjnaw. 
1  am  inclined  to  disagree  with  that  from  a  legal  standpoint.  J 

benator  Stevenson.  Do  you  disagree  with  the  district  judge  ? 

Mr.  Brodt.  Federal  district  judge„yes. 

I  might  add,  Senator,  one  of  the  ano'malies  of  that  decision  is  that 
another  jiidge,  m  the  same  court,  in  construing  the  same  section  of 
the  law  with  reference  to  excess  land  provisions,  had  said  a  month  or 
two  earlier  that  that  section  did  not  apply  to  that  patricular  situation, 
un  the  other  hand,  the  second  judge  has  said  for  another  purpose  the 
section  does  apply  which  is  something  of  an  anomaly. 

bonator  Stevenson.  Mr.  Pafford,  you  indicated  that  there  is  no 
acreage  limitation  with  respect  to  California  watcn  Is  there  also  no 
resadency  requirement?  If  Senator  Tdft  and  I,  coming  from  Ohio 
and  Illinois,  invest  m  some  land  out  here,  could  we  get  the*  benefit  of 
your  C.ahfornia  water  if  not  the  Federal  water? 
Tir^^?;  Towner.  Yes,  sir.  I  think  you  were  addressing  me  rather  than 
Mr.  I'aiiord.  ♦ 

Senator  Stevenson.  I  beg  your  pardon,  either  orte. 
^  Mr.  Towner.  That  is  true.  There  is  no  acreage  limitation.  The 
acreage  limitation  comes  about  only  when  you  take  Federal  water, 
that  IS  the  thing.  When  you  take  State  water  there  is  no  acreage  limi- 
tation but  there  IS  a  difference  in  price.  As  I  say,  the  State  system  is 
self-supporing.  In  the  San  Joaquin  Valley  you  can't  draw  direct  com- 
parisons, but  our  firm  water  presently  in  Kern- County  is  about  $21 
and  acre-foot.  The  Bureau  of  Reclamatioa  wat^  to  the  north  of 
there,  but  not  too  far  away,  is  presently  being  sold  for  $3.r)0  an  acre- 
toot.  <P» 

''^"'^■*:nso>«'-  There  isn't  ahv  residency  requirement? 

Mr.  Towner.  For  the  $.*}.r)0  there  is.  On  the' Federal  law  and  the 
htate  law  there  is  no  residency  requirement  but  you  have  to  pay  the 
$21  an  acre-foot.  ^ 

Senator  Stevenson.  Yes. 

Mr.  Pafford.  Mr.  Chairman,  I  would  like  "to  clear  up  one  point  on 
these  price  differences.  The  State  water  price  reflects  recent  construc- 
tion coats  in  the  1960's  and  1970's.  The  Federal  price  cited  went  with 
constniotion  '20  to  25  years  eariier.  The  water  we  are  selling  to  West- 
lands  V\  ater  District,  for  instance,  whore  construction  has  been  in  re- 
cent years,  has  a  base  price  of  $7.50  an  acre-foot  and  some  pluses  that 
go  on  m  connection  with  drainage.  Thus  we  have  a  reflection  not  only 
of  some  of  the  .help  from  the  Federal  program  but  the  difference  in 
the  construction  cost  between  25  years  ago  and  fiow,  the  difference 
between  $3.50  and  $7.50. 
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Mr.  Towner.  I  would  certainly  go  along  with  that  and  I  might  say 
this  on  behalf  of  the  statement :  Tlie  Federal  Central  Valley  Project 
is  a  great  project;  we  are  very  happy  it  is  here;  it  was  built  in  the 
depression  days.  As  Mr*  Pafford  pointed  out,  the  total  capital  cost 
today  is  $1.3  billion.  This  is  a  Wonderful  project.  The  State  with  its 
project  has  already  spent  almost  $2  billion  and  as  far  as  the  total 
value,  you  couldn't  compare  them.  I  don't  think  the  State  project  is 
worth  as  much  as  the  Federal  project.  Dollarwise  the  Federal  project 
was  a  great  bargain.  ^ 
» Senator  Stevenson,  There  have  been  a  number  of  charges  and 
claims  made  during  these  hearings^  and  I  want  to  try  to  give  each  of 
you  an  opportunity  to  respond  to  as  many  of  tliem  as  I  canfrecalL 

One  of  the  concerns  expressed  before  this  subcommittee  and  else- 
where has  been  about  the  environmental,  consequences  of  diverting 
water  from  rivers  into  these  projects.  Is  there  anything  you  would 
care  to  about  the  threat  of  the  diversion  of  rivers  and  all  of  the 
benefits  of  those  rivers'  from  the  water  projects  as  those  you  have 
been  discussing?  ... 

Mr.  Pafford.  I  might  make  one  general  observation  Since  our 
Shasta  Reservoir,  for  instance,  was  one  of  the  major  rivers  controF  ^ 
structures  and  our  Dodta  Mendota  pumping  plant  is  part  of  one  of  « 
the  Aajor  export  systems.  There  are  pluses  and  minuses  with  respect 
to  environment  on  anything.  For  instance,  to  some  degree  we  have 
reduced  the  total  amount  of  water  flowing  through  the  Sacramento- 
San  Joaquin  Delta  and  out  into  San  Francisco  Bay.  The  histoi^y  of 
water  flow  has  been  very  high  flows  in  the  wintertime  from  wmter 
rains  and  in  the  spring  from  the'  melting  of  snow,  and  extremely  Jow 
flows'in  the  summer  and  autumn.  We  certainly  have  reduced  the  high 
flows,  that  is  when  we  ge^^'the  water  stored  in  the  reservoirs. 

On  the  other  hand,  since  1944  wl?en  Shasta  Reservoir  came  into 
operation  there  never  has  been  such  critical  salt  under  intrusion  or 
low  flows  as  they  had  in  that  area  every  5  or  10  years  in  the  past.  , 
We  are  convinced  that  the  pluses  are  substantially  higher  than  the 
minuses.  To  a  considerable  degre^^,  through  the  earlier  years  of  the 
program,  to  be  perfectly  fbahk,  that  was  a  matter  of  coincidence, 
rather  tlian  design.  But  now  we  are  in  an  environmental  conscious 
era,  we  are  all  in  this  era  now.  We  in  Reclamation  are  people;  we 
believe  in  maintaining  and  enhancing  our  environment  just  as 
strongly  as  anybody  elscr  We  want  to  continue  a  good  world  and  a 
better  world  to  live  in ;  are  paying  pilrticiilar  attention  to  environ-  * 
mental  impacts.  ,  .  .   t  .     .  i. 

Mr.  Brody.  I  would^upplcment^that.  Senator,  by  saying  this,  thdt 
I  think  there  is  a  tend'ency  and  with  due  apologies  to  you,  I  think  it 
was  spmewhat  implied  in^our  question  that  either  water  projects 
are  totally  bad  as  far  as  an  environmental  standpoint  is  concerned  or 
the  environment  is  totally  .good  from  the  other  standpoint.  I  think 
that  each  project  has  to  be  measured  on  its  own  merits  or  lack  of  it 
and  I  think  the  environmental  qualities,  have  to  be  preserved  and 
must  be  preserved,  and  I  think  each/ project  must  be  taken  on  an  indi- 
vidual basis.  I  think  to  generalize  and  attempt  to  say  that  water  res- 
ervoir development  must  be  favored^ over  all  environmental  aspects 
would  be  wrong,  liy  the  same  token,  I  believe  it  is  wrong  to  prejudge  ^ 
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fhatJ^^r  ^''i  a"  environmental  aspects  must  be  recommended  to 
the  exc  usion  of  water  reservoir  development.  I  think  this  would  be 
tremendously  against  the  interest  to  all  the  people  in  the  country. 

Mr.  Paffori).  Ihe  veiy  policy  of  the  Federal  Government,  I  think 
Troi.."!^!  •  *  ^^'^  citizens  agreed  to  has  been  well  expressed  by  Eussell 
Lij&m,  Chairman  of  the  Environmental  Quality  Council.  We  have  to 

S.^"'^'"*"       }^  ^"^"^  ^''"f  ^«  liv''        and  afford  the 

wSto  Hve^  *^  maintain  a  decent  environment  in 

15W  f'  ^f";-  C^hairman,  if  I  might  just  say  a  word.  I  would 

.like  to  agree  wholeheartedly  with  what  they  say,  and  I  would' like  to 
emphasize  one  point,  that  each  project  must  be  looked  at  individually. 

wirk'Sol^tr"'''''-  "'^"^  '^PP^y  eveiywhe«e  just  won't 

work  here.  The  environment  encompasses  everything.  These  projects 
do  furnish  certain  values  which  are  not  wholly  economical;  tliey  are 
.other  things.  I<  or  example,  oUr  chief  reservoir  is. the  Oraville  Eeser- 
.  voir  which  IS  on  the  Feather  River.  In  1950  there  was  a  flood  on  The 
Feather  River,  downstream  from  where  the  dam  notfib,  in  the 
Marj-sville  and  Yuba  City  area,  not  in  1950  but  1955.  Four  hundred 
homes  were  destroyed,  36  people  were  drowned  and  a  total  loss  of 
property  somewhat  over  $15  million.  Subsequently  in  1966,  11  years 
later,  our  dam  was  in  place  for  water  conservation,  power  develop- 
ment, recreation  and  so  forth,  but  just  from  the  flood  control  point  of 
view,  another  flood  came  along,  flood  waters  wliicTi  were  much  higher 
liau  they  had  been  m  1955.  and  not  one  life  was  lost,  not  one  house 
was  destroyed,  not  one  dollar's  worth  of  damage  was  caused,  and  to 
values  and  so  forti?  considemtion  as  much  as  scenic, 

poriods^?"^         ^^'^       ''"Piaffing  also  in  local  augmentation  in  dry 
Mr.  PAPFom).  It  is  inherent  in  the  nature  of  our  operations,  because 

C  entral  Valley  Project,  we  furnish  it  to  water  users,  we  have  definite 
commitments  in  the  Federal  Central  Valley  Projecfeaud  the  State 
project  to  maintain  certain  minimum  flows  for  fisheries  value.  To  pro- 
tect our  own  interest  to  pump  the  water  from  the  other  side  of  the 
(Iplta,  we  have  to  run  enough  water  out.  Even  in  these  periods  that  we 
nave  such  low  (low,  we  have  to  keep  enough  water  going  out  so  we 
aren^t  pumping  salt  water,  as  (Congressman  Waldie  referred  to  as  a 
possibility  for  the  future.  So  low  flow  augmentation  physically  is  a 
very  definite  thing.  If  you  are  thinking  of  it  just  under  the  legal  im- 
plications of  a  section  .3  of  the  Flood  (^ontrol  Act  relative  to  stream 
flow  aiigmentation  for  water  quality,  we  aren't  doing  that  directly  in 
a  strictly  legal  sense,  but  physically  we  are  doing  it. 

Senator  .'Tapt.  Mr.  Brody,  in  your  testimony,  did  you  mean  to 
imply  criticism  or  a  reassessment  of  FHA  practices,  resources,  au- 
thorization, and  standards? 

Mr.  BnoDY.  I  am  not  sufficiently' familiar  wit*  the  operation  of 
that  program  at  this  point  in  time.  What. I  was  trying  to  cet  across. 
Senator,  |.s  a  point  was  that  I  question  whether  and  particularly  on 
the  basis  vt  economy  scale  as  it  exists  today,  and  in  cost-price  squeeze 
as  far  as  the  low  return  per  acre  for  farming,  that  if  you  are  going 
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to  put  people  on  160-acre  farm  units  you  had  better  get  that  cost  to 
them  down  as  low  as  you  possibly  can.  T  am  suggesting,  I  am  not 
certain  whether  the  FHA  would  provide  this  kind^  of  benefit,  I  was 
suggesting  you.  may  peed  to  have  an  interest  subsidy,  for  example, 
of  some  kind  to  these  people.  T  would  think  that  loans  at  low  or  no 
interest  rate  for  both  acquisition  of  propetry  and  initial  years  of 
operation  would  be  in  order.  Now,  whether  the  FHA  presently,  I  am 
not  sufficiently  familiar  with  them  at  the  present  time. 

Senator  Taft.  You  do  not  know  whether  the  FHA  has  financed 
any  of  the  people  who  have  purchased  some  of  these  farms?  , 

Mr.  Bkody.  No,  I  do  not.  But  I-  

Senator  Tapt,  Wouldn't  you  have  reason  to  know  if  they  had? 
Mr.  Brody.  I  am  sorry. 

Senator  Taft.  Would  you  not  have  reason  to  know  if  they  had  ? 
Mr.  Brohy.  No,  I  would  not. 

Senator  Taft.  They  would  have  to  make  an  appraisal  on  the  value 
of  the  property  I  would  assume, 
Mr.  Brody.  'They  would  have  to  make  an  appraisal,  yes. 
Senator  Taft.  You  wouldn't  be  aware  of  whether  they  made  one? 
Mr.  Brody.  No,  I  would  not.  Tlie  district,  as  such,  is  not  involved 
in  the  sale  of  tliese  properties,  at  least  not  at  this  i)oint  in  time.  It  is 
a  sah>  between  the  buyer  and  the  seller  and  the  price  is  reviewed  by 
the  Federal  Government. 
Senator  Taft.  Do  you  have  any  comments  on  those  questions^  Mr. 


Mr.  Pafford.  I  know,  for  instance,  in  the  disposal  of  some  of  the 
properties  from  DiGiorgio,  one  case  I  felt  real  badly  about,  there  was 
a  young  farmer  in  his  late  twenties  and  his  wife  who  wanted  to  ac- 
quire one  of  those  vineyard  properties,  they  thought  they  could  make 
it.  It  was  one  of  the  units  that  was  al)Out*a  hundred  acres,  it  wasn't 
IGO.  We  tried  to  help  them  in  getting  fiancing.  I^t's  see,  the  Land 
Bank  w(is  in  it  and  other  T)eople,  but  I  don't  suppose  they  had  assets 
of  over  $20,000  or  so  and  it  just  wasn't  enough  that  they  could  make 
it.  I  thouglit  it  was  horrible.  Here  was  a  guy  I  knew  who  had  prac- 
tically a  green  tliumb  and  we  went  to  considerable  effort  trying  to 
run  down  ways  to  help  him  so  that  they  could  get  in  on  a  solid  opera- 
tion. But  the  poirtt  came  out,  the  interest  rates  they  would  have  to 
pay,  even  if  they  could  have  l)orrowed  the  money  that  would  have 
l)een  involved,  it  would  have  been  verv  doubtful  if  we  would  have 
been  doing  him  any  favor  by  putting  him  on  the  f arm.  l)ecause  they 
probably  would  have  worked  like  the  dickens  for  3  or  4  years  and 
then  lost  it.  I  think  there  is  a  real  need  for  a  program  like  that,  if 
they  Teally  want  to  help  out  in  this  business. 

A*Ir.  BnimY.  As  I  understand  it.  Senator*  in  the  case  of  the  DiGior- 
gio property,  which  ilhisions  remain  in  the  past,  that  on  two  occa- 
sions* and  this  is  hearsay,  that  the  people  were  forced  to  tun\  back 
the  farms,  they  were  foreclosed  upon  because  they  couldn't  make  a 
go  of  it  l)ecauRe  of  the  cost,  or  the  interest  or  whatever  it  n^ay  l>e,  or 
whether  it  was  the  size  of  the  unit,  I  do  not  know,  and  they  were,  as 
I  understand  it,  f aihires.  I  assume  in  your  reference  to  FHA  you  are 
talking  about  the  Farm  Home  Administriition?  ^ 
Senator  Taw,  Yes.  '  ^ 
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-n  I  recall,  that  is  administering  the  Bankliead-Jones 

l^arm  Tenant  Act.  One  of  the  reasons  for  the  failure  of  that  act  in 
the  early  days,  as  I  recall,  was  the  fact  that  the  limitation  they 
placed  on  the  amount  they  would  loan  to  farmers  was  so  small. 

Senator  Taft.  I  believe  there  also  is  a  residency  requirement. 

Mr.  Brooy.  Yes,  that's  correct*  A  man  had  to  be  operating  the  farm 
on  the  land  himself,  that  was  one  of  the  original  purposes  of  the  Bank- 
head-Jones  Farm  Tenant  Act— to  convert  the  tenant  into  a  resi- 
dent farmer. 

^x^i^^\^^j>^^y^'  P»ff«rd,  what  do  you  think  al)out  Congressman 
VValdies  feelmg  that  there  is  a  conflict  ojUnterest  essentially  l)etween 
tho  enforcenient  of  these  prografnsby  the  Bureau  of  Reclamation  and 
the  desire  of  the  Bureau  of  Reclamation  to  continue  expanding  lt3 
eiforts  and  the  program  which  it  administers? 

Mr.  PAPFORD.  I  presume  in  everything  that  involves  people,  whether 
thoy  realize  it  or  not,  that  there  might  be  some  slight  association 
there.  But  as  far  as  any  conscious  effort  is  concerned,  there  certainly 
IS  not  that  in  any  of  my  staff  and  myself.  And  I  might  sav  also  in  the 
Interior  Department  we  have  an  independent  conscience!  Sometimes 
we  argue  with  them  quite  a  bit,  that  it  is  the  ofRce  of  the  solicitors, 
the  legal  people  who  keep  (juite  an  eye  on  the  excess  land  administra- 
tion, and  they  are  responsible  to  the  Secretarv  of  the  Interior  only, 
rhey  have  no  respoiisiWlity  to  the  Bureau  of 'Reclamation  except  to 
keejp  us  honest. 

.Senator  Taft.  So  you  do  not  feel  that  this  program  would  be  better 
iQC^ated  elsewhere  ? 
Mr.  Pafford.  I  doiibt  it  very  much. 

Senator  Taft.  Wouldn't  you  In  relieved  to  have  the  burden  of 
handlinfi:  this  matter  turned  over  to  some  other  agency? 

5Ir.  Paffoki).  Yes  and  no.  If  you  have  the  responsibility  of  carry- 
ing out  a  program  and  have  a  real  sense  of  doing  something  well,  you 
take  the  things  that  involve  a  little  bit  more  trouble  and  headache  as 
well  as  the  things  that  don't  and  follow  through. 

Relative  to  your  first  question;  there  might  l>e  a  slight,  and  I  would 
emphasize  slight,  lack  of  conflict  of  interest  if  vou  moved  it  to  an- 
other agency.  On  the  other  hand,  I  suspect  there  would  be  a  lack  of 
understanding  of  what  really  is  going  on.  We  have  phvsical  operat- 
ing contacts  and  know  what  the  fanners  are  doiim,  what  the  irriga- 
tion districts  -are  doing,  how  thev  are  dealing  in  water.  That  we 
know  from  our  people  working  with  them  f rpm  day  to  day.  I  doubt 
that  any  more  effective  administration  or  as  effective  administration 
would  be  obtained  by  an  independent  agency  unless  it  would  be  set 
up  aloim  the  lines  of  one  of  those  proposals'where  they  just  buv  all 
the  land  and  resell  it,  and  so  on. 

Mr.  BnoDY.  Senator,  it  hasn't  been  so  very  long  ago  that  there  was 
a  great  argument  since  the  Corps  of  Engineers  build  comparable 
projects  that  all  their  responsibilities  be  placed  in  the  Bureau  of 
Reclamation  because  the  Bureau  of  Reclamation  was  enforcing  the 
acreage  limitation  and  the  Corps  of  Engineers  was  not  and  it  was 
applicable  to  Corps  projects.  This  argument  was  used.  I  would 
Suggest,  sir,  that  you  have  to  assume  that  every  governmental  agency 
IS  going  to  prosecute  the  programs  that  are  given  to  it  and  if  they 
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don't  then  I  think  you  have  to  pet  them  out  of  there,  but  I  don't 
think  that  the  logic  of  taking  this  kind  of  thing  away  froni  the  Bu- 
reau of  Reclamation  exists  because  the  question  of  acreage  limitation 
or  the  size  of  holdings  and  the  operating  of  holdings  is  very  much 
interrelated  with  the  ability  to  pay  the  cost  of  the  project,  how  yon 
will  operate  the  project  and  many  other  factors.  And  I  question 
wliether  the  separation  of  those  two*^  would  be  practical. 

Mr.  Paffohd.  Mr.  Chairman,  I  would  like  to  make  one  other  obser- 
vation relative  to  some  of  the  testimony  you  have  received  and  many 
allegatioijs  that  have  been  made  otherwise.  It  is  alleged  quite  em- 
phatically, on  the  one  hand,  that  the  Bureau  of  Reclamation  is  not 
enforcing  the  excess  land  laws,  and  on  the  other  hand  the  same  peo- 
ple and  others  say  that  the  whole  purpose  of  the  California  State 
water  project  was  to  avoid  the  excess  land  laws.  What  laws  would 
there  be  to  avoid  if  the  Bureau  of  Re<;lamation  were  not  enforcing 
them? 

Senator  Taft.  Thank  you,  Mr.  Chairman, 

Senator  Stfa-en'son.  It  is  also  claimed  that  the  appraisal  policies  of 
the  Bureau  of  Reclamation  are  unfair  or  unrealistic.  Some  claim  that 
the  forced  sales  of  excess  lands  are  at  prices  which  are^:oo  low,  and, 
therefore,  it  is  confiscation.  Others  claim  that  the  appraisal  values  are 
too  liigh,  and  that  the  sellers  are  therefore  *unf airly  rewa^rded  and 
the  small  farmer  cannot  buy  at  reasonable  prices.  What  do  you  say 
about  these  arguments? 

Mr.  Pafford.  As  about  everything,  there  are  extreme  views  and 
there  are  middle-ground  views.*  Jjet  me  tell  you  how  this  is  actually 
handled.  At  the  time  of  an  excess  of  land,  tlie  owner  will  come  to  us 
for  appmval  of  the  price  at  which  he  proposes  to  sell  his  land.;  We 
have  a  staff  appraiser  to  appraise  the  vahie  of  the  property  as  it  is, 
and  through  comparison  with  adjacent  pro^jerties  and  others  find 
wiiat  the  vtilue  would  Iw  if  it  were  not  receiving  project  water.  In  a 
good  many  cases  the  appraisal  we  come  up  with  is  lower  than  the 
landowner  proposed  price.  If  we  get  into  a  disagreement  our  con- 
tracts pmvide  for  an  appraisal  by  a  three-man  board,  an  appraiser 
selected  by  us,  an  appraiser  selected  by  the  landowner,  and  an  ap- 
praiser cliosen  by  those  two.  I  think  by  and  large  we  are  probabljr  ih 
al)out  the  riglit  'area,  since  we  are  acchsed  about  equally  of  having 
'  allowed  too  high  a  pnce  or  selling  too  low.  Of  course,  as  I  am  sure 
you  know,  when  it  comes  to  the  appraisal  of  land  value,  it  is  not  a 
precise  science  that  you  can  put  in  a  computer  and  it  spits  it  out:  it 
depends  on  the  judgment  of  people.  We  will  not  approve  a  sale  that 
in  the  judgment  of  our  apppraiser  doesn't  fulfill  the  requirements  I 
mentioned. 

Mr.  Brody.  Senator,  mav  I  givc^  you  some  more  specific  informa- 
^tion  on  the  last  question?  In  the  fifteen  sntles  that  I  recounted  to  you 
earlier,  10  of  them  were  cbiiducted  by  these  outside  appraisers,  all 
memlwrs  of  the  American  Institute  of  Appraisers,  and  three  expert 
appraisers,  men  who  were  engaged  in  the  appraisal  business,  were 
appointed  to  do  this  appraising.  In  other  instances  there  are  people 
on  the  Bureau  staff  which  have  done  it,  but  in  10  of  the  15  or  16  it 
was  this  kind  of  an  appraisal. 
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oA^Tff  Stev|xson.  I  have  one  final  philosophical  question  I  would 
address  to  all  of  you  fjcntlemen. 

J»aje  Federal  set-aside  programs  designed  to  encourage  farm- 

Hr  nS?„?1''-^""^^?^°AP'"°u^"'^*^°"-  ^«  have  land  reclama- 
tion  policies  designed  to  help  them  put  their  land  into  production. 

poHcv?""  "  ^^'^  "^^         appears  to  be  a  conflict  in  public 

Mr.  Brody  Perhajps  I  have  been  commenting  on  too  many  of  these 
rnies  ions  but  I  woui(l  not  hesitate  to  give  you  my  views  on  k  Water 
Iresource  development  does  not  come  about,  Senator,  oVemight.  The 
^^roject  on  which  I  am  working  was  initiated  30  years  ago  and  it  is 
not  yet  comp  eted.  I.f  1933  the  State  of  Califoi^iia  was  contemplating 
a  water  bond  referendum  with  reference  to  water  resource  develop- 
°f     *  u''  ^i^S^*"  ai-Kuments  that  was  raised  against  it  was 
the  fact  that  you  should  not  be  importing  water  to  areas  to  use  for 
the  production  of  crops.  Now  this  was  in  1933.  ,  ' 
_  If  our  production  had  remained  constant  in  the  intervening  years, 
the  war  years  and  the  other  years,  where  would  we  be  todav  with 
«ilS     P''"'*"''*^""         ^'ad  not  brought  in  this  additional  agri- 
Second,  the  fact  that  there  are  surpluses  in  the  crops  today— my 
point  1.S,  ill  fact,  there  are  surpluses  today  but  this  does  not  mean 
there  is  going  to  be  a  surglusa  few  years  from  now.  As  a  matter  of 
fact  according  to  statistira«ni]t  I  have  seen,  if  all  the  food  that  is 
produced  m  the  world  today  were  distributed  equally  to  all  the  peo- 
ple m  the  world  we  would  all  be  huiigry;  so  I  don't 'think  our  prob- 
lem IS  one^of  food  production  or  agriculture  production  .so  much  as 
It  IS  a  matter  of  food  distribution. 

Senator  STEVK^-fi<)^^  Are  you  suggesting  that  there  will  be  a  major 
grai)e  shortage  m  5  years?  •  ' 

Mr.  Bkody,  No;  I  am  not.  I  am  not  suggesting  that  there  will  be  a 
shortage  m  any  crop  m  5  years.  I  am  saying  that  over  a  period  of 
time  these  things  do  occur  and  I  think  there  are  adjustments  that 
have  to  be  made  in  our  production  in  terms  of  shortages  in  some  in- 
stances and  surpluses  m  others,  but  I  don't  think  yoiT  can  maintain 
a  perfect  balance  at  any  time. 

Mr.  Paffori).  I  migh't  add  that  our  program  here,  like  the  reclama- 
tion program  m  many  places,  has  enabled  a  much  greater  diversity 
111  farming  m-the  prtKluction  of  many  things  that  are  stiirin  quite 
short  supp  y  And  the  overlap  interrelationship  with  programs  in- 
volved with  large  surpluses,  and  programs  for  taking  land  out  of 
production  or  curtailing  production;  the  overlap  is  .quite  small.  I 
lu  A  "''^  rPP'amatioii  program,  as  a  whole,  about  2  percent  of 
the  Ah(  payments  by  the  Department  of  Agriculture  in  1970  for 
surplus  and  supported  crops  were  reported  to  have  been  paid  to 
farmers  who  received  reclamation  project  water.  The  big  advan- 
tage with  our  irrigation  is  it  allows  quite  an  opportunity  to  adjust 
.supply  to  follow  the  law,  of  supply  and  demand,  because 'the' farmer 
has  much  greater  UiJitiKjc  with  what  he  can  grow.* 
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Senator  Stevenson,  Gentlemen,  I  thank  you.  We  are  trying  in 
these  hearings  to  hear  the  views  from  all  sides  on  every  issue.  I  am  . 
therefore  especially  grateful  to  you  for  appearing  here  today. 

If  we  have  had  any  disappointment  in  these  hearings,  it  is  because 
we  haven't  in  all  cases,  and  on  all  questions,  been  able  to  get  the  views 
of  all  parties.  It  is  certainly  through  no  kck  of  our  effort. 

I  am  disappointed  that  so  far  many  orthe  representatives  of  agri- 
business, so-called,  have  not  seen  fit  to  appear  in  these  hearings  in 
California,  or  at  our  Washington  hearings. 

Your  testimony  has  been  very  helpful  and  I  am  grateful.  Thank 
you. 

Mr.  Brody.  I  wonder  if  I  may  'make  one  concluding  statement.  I 
know  you  are  pressed  for  time. 

Senator,  as  I  viewed  the  information  as  reported  in  the  press,  at 
least,  that's  been  supplied  your  committee,  I  have  become  more  dis- 
turbed than  I  ever  have  in  the  past  over  it  because  it  is  a  repetition 
of  things  that  have  been  proven  false  in  the  past.  On  the  other  hand, 
to  come  in  and  respond  to  them  or  to  attempt  to  offer  what  you  con- 
sider to  be  constructive  suggestions,  you  become  the  tool  of  the  large 
landowner  which  is  not  the  fact.  As  a  matter  of  fact,  as  I  view  the 
comments  that  are  made,  it  reminds  mo  of  a  statement  used  to  de- 
scribe .one  man  at  a  particular  point  of  time  who  said  he  was  very 
astute  and  could  find  a  difficulty  for  any  solution.  I  thinkthis  is  what 
has  been  done  here.  . 

Now,  if  we  wouldj  I  have  a  feelittfif  that  In  the$e  objexstors  who  have 
been  appearing  before  your  committee  in  the  past,  at  least  as  far  as 
the  excess  land  provisions  are  c6nc¥rj|fly  are  Hiding  the  small  farmer, 
are  using  the  farm  labor  in  tins  plolf^&^^^  I  do  not 

know.  But  I  do  know  this,  that  if/ they  were  sincerely  interested, 
here  is  a  veUiple,  and  tl^ere  is  machinery  they  can  work  with.  I  have 
not  heard  one  of  them  come  up  with  a  constructive  program  as  to 
how  they  can  distribute  these  lands  to  the  small  farmer,  to  the  farm 
tenant.  '  . 

Senator  Stevenson.  That  is  partly  our  job  and  one  of  the  reasons 
we  are  holding  these  hearinjrs.  We  want  to  develop  some  fair  policies 
and  we  are  not  simply  hearing  the  opponents  of  irrigation  projects. 
Yesterday,  for  example,  was  spent  mostly  in  hearing  directly  from 
the  farmers,  large  and  Bmall. 

Now,  with  that  we  are  going  to  have  to  keep  moving  because  we 
reallv  are  running  very  far  behind  our  time  schedule. 

Additionally,  we  just  learned  that  Senator  Wayne  Morse  of  Oregon, 
formerly  a  member  of  the  Labor  and  Public  Welfare  Committee,  will 
not  be  able  to  l)e  here  with  us  this  morning.  He  was  invited  to  testify., 
in  view  of  his  long  interest  in  the  problems  that  our  subcommittee 
has  l)een  considering,  and  We  do  have  a  copy  of  his  statement,  which 
I  order  printed  at  this  point  in  the  record.  . 

I  wish  to  thank  Mr.  Gary  J.>Near,  who  had  been  invited  to  testify 
on  the  water  issue,  and  prepared  a  statement,  but  has  consented  to 
presenting  his  views  in  writing,  rather  than  orally,  in  order  that  we 
might  move  on.  -mr  % 

I  order  tlj^at  Mr.  Neir's  testimony  be  printed  after  Senator  Morse's 
statement  in  the  record. 

(The  information  referred  to  follows:)  ^ 
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OP  OREOON  ^ 
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Wfr.  Chainain.    I  am  delighted  to  have  this  oppor- 
tunity to  add  my  Voice  to  the  growing  numbers  of"citizon$  "^^^^ 
conconiod  about  tho  new  forces  at  work  in  rural  America.  ' 

V/o  hear  more  and  more  about  giant  corporations  and 
conglomerates  in  agriculture,  but  I  would  venture  to  say  that 
few  of  us  are  aware  of  just  how  drianatxcally  those  ojjtitios 
are  reshaping  'rural  society.    For  example,  Tennoco  controls 
more  than  1  million  acres  of  prime  farmland  in  California; 
throe  corporations  dominate  the  Nation •s  lettuce  production; 
and  twenty  large  corporations  now  control  U.  S.  poultry  pro- 
duction.   Just  recently,  a  Time  Magazine  reported  that  Boeing 
Aircraft  purchased  100,000  acres  in,  Oregon,  including  somp  to 
bo  planted  in  potatoes.    This  can  only  depress  further  tho 
prices  In  o^e  industry  that  already  is  in  trouble.  .  ' 

Tlie  invasion  of  those  giant  corporate  entities  have 
had  a  good  dodl  to  do  with  the  fact  that  in  a  period  of  just  20 
years,  tho  total  U.  S.  farm  population  has  been  reduced  by  (JO^S, 
and  tho  number  of  farms  has  been  cut  in  half,  whilo  tho  avc-^-r^* 
acreage  per  fahn  is  on  tho  increase. 

Per  exaiiiple,  the  farm  population  , in  1950  amounted  to 
25  million.    By  1969,  that  number  had  dropped  to  10  million. 
Expressed  as  a  percentage  of  the  total  population,  in  1950 
tho  fafra  population  accounted  for  15t  of  the  total  and  by  1909 
it  was  less  than  51. 
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  The-niimber  of  commercial  farms  in  19S0  was  5,6 

Diillion.    In  3,969,  the ro  were  fewer  than  2.9  million  farms | 
.although  during  that  same  period  the  average  acre^.  per  farm, 
increased  from  2fOO  to  3S0. 

Taking  into  accoimt  §i  change  in  definition  of  a 
"commercial  farr.i"  from  19S0  t<^  1964^  there  wds  a  marked  de- 
crease in  their  numbers  in  the  Stal^* of  Oregon.  ^  In  1950^  . 
there  wore  34,470  commercial  farms.    By  1969  the  figures  had 
dropped  to  17,003  farms'./  -  •       -      -  -  ' 

^    '  Strangely,  Mr.  Chairman,  this  dramatic  shift  in  the  ^ 
bas^  character  of  rural  America  h^s  jattracted  little  atton- 
tion^^niile  we  have  dutifully  counted  the  people/moving  €rom 
farms  to  cities,  ^e'hav.e  exhrbited  little  curiosity  dbout  the 
ca4ses^  of  this  migration.    Wel^ave,  as  a  result,  perpetuated 
l^ihe  mythotf  the  inevitability  of  bigness  .in  agriculture --a 
-bigness  . 'that ^exists  attthe  expense  of  human  and  social  values 
and  institutions.       .  *  ' 

^  .  The  family  ftfrm  has  always  bo'e5g^lnore  than  an  economic 
entity.     i%  has," until  recently,  been  a  basic  component -of  our 
social  and  political  systems..  Sinccjniomas  Jefferson  first 
ideal the  family  farm  in  his  vision  of  a  nation  of  small, 
independent  land  holders,  the  family  farm  has  symbolized  tlio 
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Statement  of  Wayne  Morse  , 
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*         "        . . . ' 

American  dream.    An  agriculture  based  on  the  family  farm 
^has  afforded  countleiss  opportunities  for  the  realization  • 
•  of  that  dream. 

Just  a  few  years  ago,  our  rural  landscape  was 
dotted  Vith  hundreds  of  thousands  of  family  farms  generously 
interspersed  with  economically  viable  rural  towns  and 
'thrivpg  rural  communities.    Today  both  the  family  farms  and  " 
the  rural  communities  which  they  supported  are  fast  disappearing. 
In  their  place  ,we  now  find  "farms"  that  are  operated  on  a  vast 
scale  by  phantom  machines,  directed  by  a  new  breed  o£  "farmers" 
from  the  corporate  board  rooms  of  Houston/  Los  Angelas  and 
New  York.    Modem  American  agriculture  is  no  longer  character- 
ized  by  Farmer  Jones  and  Farmer  Smith*    Modem  "fanners"  hai^ei 
the  unlikely  nsQnes  of  Tenneco,  United  Brands,  Purex,  Soutfiom 
Pacific,  Standard  Oil  and-  Boeing,—    ^— —  ^  ^ 


Tliis  corporate  .domination  is  not  inevitable,  but  it 
has  been  encouraged  by  the  federal  government  through  generous 
crop-  subsi<fies;  tax- benefits --including  tax  loss  faming  ad-' 
vj.ita.^cs  available  only  to  the  giants;  research  subsidies 
through  land. grant  colleges ;  and  other  economic  incentives . 
In  ,the  Western  States,  it  has  been  encourageid  by  the  .i^ovem- 
ment's  failure  to  enforce  the  acreage  limitation  provision  of  ; 
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Foderal  Reclamation  Levu  -a  limitation  I  have  long  supportoa* 
On  the  West  Coast,  completion  o£  nev  water  projects,  which 
cos^t  the  taxpayer  millions  of  dollars,  will  provide  cheap 
water  to  a  few  rich  farmers  and  corporations  and  will  bring 
thousands  of  now  acres  into  production,  all  to  the  economic 
dctTimcrit.of  the  independent  family  farmer. 

Yet  another  subsidy  is  the  assurance  of  cheap  labor. 
No  other  industry  oxcop>t  agriculture  has  ever  been  tho  bene- 
ficiarv  of  a  re aSy  ^supply  of  cheap  labor,  an  Indirect  subsidy 
rtb?»iltiiig  fMm  tTio^oxclusion,  or  at  best,  only  partial  inclusion 
of  farmworkers  from  practically  evoty  major  social  and  worker 
benefit  program  ever  enacted  into  laW.    And  this,  cheap  labor 
policy  works  especially  to  the  detriment  of  the  small  farmer 


and  his  fiainily  who  invesj:  ^countless  hours  of  their  oto  labor  to 
earn  thoir  ov/n«  living. 

i-&ubm^.M|v,i_C^^       that  the  family  farmer  is  not 
incffici^t.    In  fact,  n^any  studies  illustrate  that  the  small 
farmer  is  in  many  cases  the  more  ^«ff icient  fapner.    He  simply 
cannot  compete  successfully  with  the,  economic  power  of  giant 

corporatioj3«  and  conglomerates  that  can  rely  oir  their  non- farm 
»    .       .  .     -  r 

income  to  sustain  any  losses  in  their  farming  divisions  and 

v/h^ch  ate,  4a  the  final*  analysis,  supported  by  the  federal. 

g,o"\femmont. 
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I  commend  your  Subcommittee  for  beginning  this 
essential  investigation •    I  hope  that  your  hearings  will 
tlocumont  the  real  tragedy  of  our  dying  American  dream:  the 
suffocation  of  th%^  family  farm  by  forces, -beybnd  its  control 
and  the  loss  of  oppottunity  for  a  life  of  dignity  and  worth 
in  rural  America.    Wo  must  decide  what  we  want  for  rural 
America--a  food  production,  processing  and  distributing  . 
factory,  or  an  .agriculture  that  is  based  on  human  values. 

I  vote  foir  the  latter  and  hope  that  the  Coifigress  will 
not  delay  the  implementation  of  a  rural  policy  that  ean  re- 
vitalize *our  rural  countryside. 
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TO:  UNITED  STATES  SENATE 

LABOR  AKP  Public  welfare  committee 

SUBCOMl^TTEE  ON  MIGRATORY  LABdR  ' 
FRO^:      GARY  J.  NEAR,  ATTORNEY  AT  LAW 

DATE:     January  Z3,  1972  ,      '     .  , 

,    ^  SAN  FRANCISCO,  CAUFORNIA 

RE:*  •         THE  CALIF,($I|rNIA  WATER  PROJECT  AND  ITS 
.  EFFECTS  ON  VhE  EWgiiONMENT  AND  THE 
agriculture'' INDUSTRY 


BIOGRAPHY  -  Mr:  Near  is  an  attorney  in  priva^<5  pitactice  in  Sari  Francisco 

also  a^rofessor  of  law^t  the  University  of  San  Francisco.    Mr.  Near 
represents  the  conservation  groups  Fricinds  of  the  Ealrth  and  the  Sierra  Club 
in  a  present. lawsuit  challenging  the  California  Water  Project  in  the  Upited 
State^District  Court  in  San. Francisco.    The  name  of  the  case  is  Sierra  Club, 
Friends  of  the  Earth,  et  al.  ,  v.  Morton,  et  al.  .  No.  C-71-500  SAW. 


Gary  J,  Near 

440  Pacific  Avenue 

San  Francisco,  California  94133 

Tel:  (415)  398-4727  « 
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THe  California  )Vater  Project,  a  joint  feaftril^-state  project. 

:  it  the  largest  water  project  in  the  United  States,  both  iS^rmt  of  public  * 
financing  and  its  impact  on  the  environment.    The  project  cpnsiata  of  a 
series  of  dams /reservoirs,  aqueducts,  ahd  pumping^ants  that  are 
designed  to  tranffcr  surplus  water  that 'exists  in  Nojrthei^  California  and  ♦ 

'  the  San  Francisco  Bay-Delta  Region  to  the  water-^epriyed  areas  of 
California's  Central  Valley  and  the  South eiruC^on^ia  region,  primarily 
Los' Angeles  metV^olitan  area.    The  cost  i^!^is  pfoject  ranges  frbm  la 
$4  billion  to  $4o  billion,  depending  upon  \Mi^^ern  of  accounting  is 
used  and  what  factors  are  taken  into  co^deration.         .  * 

Unquestionably,  a  pro^  of  this  magnitude  and^s ophisti cation  ■  ' 
does  yield  substantial  benefits  tp^any^sectors  of  the  California  economy,  ' 
in  addition  to  recreational  benefits  ^d  certain  environmental  benefit^i4uch' 
as  flood  fcontrol.    ftowev^;/  my>^sUmony  befofe  this  committecVill  nqr,; 
elaborate  on  the  hene£Uyot  the  California  Water  Project;  rather  it  will  ■ 

^.  raise  the  problems  pi^ented  by  the  California  Water  Project  as  it  tlifiin  ' 
the  environment,  ^  more  p'iirticula'rlyr  how ^i^  affects  the  agHculturj^     * .  ^ 

-industry  in  Califprrni a.  ^  ^  »  ■ 

When  tlie  California  Water  Project  was  passed  into  legisla2on 
in  t]ie  early  196b'8  it,  li?ce  many  other  public  projects,  wa!s  h<iralded  as  a 
god'send  designed  to  solve  all  the  problems  of  water  resource* allocation. 
This, optimistic  forecast  began  to  erode  away  as  the  evidence  began  to       '  * 
accumulate  as  to  the  effect  of  the  massive  water  transfer  oh  the  environ- 
ment in  California.  ,  .  ^  ' 
;          ■                                          ■  "      .  .     ^  ■ 

In  order-to.  receive  an  overview  of  the  impact  of  the  California 
Water  Project,  i£  would  be  helpful  to  break  dow.n  this  project  into  three 
geograf)hic  areas  and  separate  out  yie  environmental  effects  in  pugh 
dimensions  in  these  areas.  '  In  Northern  California,  especiJUly^  th^  area 
above  San  Francisco,  the  effect  focuses  on  tiie-damming  u^  of  .wild  rivers 
in  this  area.    Rivers  such  as  the  Sacraftiento,  Klamath,  Eel-  and  Trinity 
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hive  been  conircrtcd  from  their  natural  and  wild  «tate  to  rivors  that  hAvc 
peiflodic  dams  and  reservoirs  on  them.    The  second  large  area  of  concer;t 
is  the  San  Francisco  Bay-Delta  region.    Th*  overall  effect  of  the  Clalifornia 
Wateir  Project  in  this  area  is  to  divert  fresh  water  which  normally  accrues  / 
to  the  fiay-Delta  region  from  the  Saeraqcnento  and  San  Joaquin  Rivers.  *the 
diversion  of  the  fresh  water  frqm  these  rivers  has  a^re  suit  ant  eflfeCt  of 
seriously  aggravating  the  water  pollution  of  the  San  Francisco  ^y  and ' 
*dimimshing'  the  agricultural  vitality  of  the  fertile  f)elta  region.    The  third 
area  effected  by  the^ater  Project  is  Southern/ California.    The  environ- 
mental  effects  of  the  Water  Project  in  this  area  become  somewhat  specu- 
lalive;  however,  suffices  it  to  say  that  the  Water  Project  allows^for  ma^ssive 
r«idential,  commercial  and,agricult«ral  development  in  an  area  that  may 
not  well  be  suited  for  the  volume,  of  ihe  development  that  is  ^aiticipatcd  by 
thA  Water  Project,    The  serious  an4  acfexowledged  problems  of  air  pollution^ 
urwm  sprawl  and  land  speculation  g^re  definitely  connected  to  the  massive 
transfer  of  water  provided  byjtKe  California  Water  Project,    Without  this 
water  transfer,  these  problejfns  wcnild  not  have  reached  the  magnitude  and 
^severity  of  the  present  lev^ilj.  '     ^  ^ 

.  ■<  .t' 

The  connection  betwet*n  the  Water  Project  and^e  agriculture 
industry  in  California  is, direct  and' substantial.    It  is  common  knowledge 
that  a  major  reason  f or  Jpbo  promotion  of  the  California  .Water  Project  was 
to'circumvent  the  mor^^ restrictive  control  of  the  Federal  Reclamation  Laws 
specifically  the  l60-acrc  limitation. '  7he  California  Water  Project  has  no 
acreage  limitation  as  to  the  amount  of  water  available  for  agricultural 
development.    In  t?h|i5,  i^eopect,  ths  California  Water  Project  expressly 
encpurages  large^Vcale  and  maseivo  agricultural  development.    The  more 
conspicuous  examples  of  land  ownership  which  document  this  contention 
are  such  agi^icultttjja>  combines  ais  Te^oco,  Standard  Oil  of  California,  ^ 
Tcejon  Ranch^IiA  Southern  Pacific  Railroad,  all  of  whom  have  agricultural 
farms  in  exqeja  6f  200,  cSpO  acresi  each.    If  it  were  not  for  the  Califoiiiia 
Water  Project  these  large  combines  could  not  exist.    This  Committer  has 
heard  previoujs  testimony  on  the  ^ffects  of  these  large  agricultural  ^ 
conglomerates  as  to  their  competj|ltive  advantage  over  the  small  family 
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farm^in  California,  and  thcst  problems  will  not  be  discussed  in  thii 


Concern  over  the  environmiintal  effects  of  the>  California 
Watei*  Project  mounted  ^rough  the  year»  and  as  studi^s^  were  made  and 
fuspicions  were  conve^cted  into  facts,  the  evidence  against  the  California 
Water^Project  in  many  resj^ects  becam*  of  a  serious  nature.    The  tidverae^  . 
effect  of  tHe  Water  Projept^n  such  environmental  considerations  as  water 
quality,  fi;!h  find  wUdlife^  habitats,  commercial  fishipgi'jcecrtya^^^al 
values  and  aesthetic*  enjoyment  w^sre  dr^tWn  into  question  and  the  effect- 
of  the  Water  Project  in  many  cases  w^s  of  a  permajjeltt  and  irreparable  ' 
nature.    These  shortcomings  of  thyfVatcr  Project  led  conservation  jgroups  - 
such  as'  the  Sierra  Club  atid  Friends  of  the  Jfarth  to  take  a  hard' second  ^ 
look  at  the  Water  Project.    Tht^/Tesult  of  this  close  reappraisal  of  the    -  * 
W*a^cr  Project  culnjinatec^  in  /substantial  lawsuit  filed  by|fhcse  groupal^ 
last  Spring.   {This  la^vsuit  )i^ill  be  submitted  as  sXn  .exhibit  to  this  testimony.  )^ 
In  essence  the  li^wsifit  filpA  against  the  California  Water  Project  charged 
that  the  .ejtjsting  prbjcctA/aa-in  serious  and  substantial  violation  of  several 
statutes,  spe^^fcally  ihe  National  Enviro/imetrtal  Policy  Act  6f  1969^  the 
Rive*rs  and^JHfarbors/Act  of  1899^  and  the  Fish  and  Wildlife  Coordination 
Act.    ThC/p/Qsent/fetatus  of  the  lawsuit  is  thai  the  goverrimcnf^a  motion  toy 
dismiss  hiip  been  denied  and  the  laweuit  is  proceeding  to,ward  a  trial.  %.e 
relief /sought  h/f  th^  lawsuit  is  .compliance  with  the  mandatory  studies 
rcqiiir<;d  by  these' federal  statutes  and^ appropriate  permits  lo  be  gratrted 
foU-Hhc  construction  of  facilities  that  are  part^the  Water  Project/  Until 
^hese  tit\uiic&  and#pe.rmitQ  are  granjted  the  lawsuit  seeHs  to  restr^^t  any 
furthcr/development  of  the  Water  Project, 

Approximately  ninety  percent  of  the  Cal if o^n^<i  Water  Project 
^    incompleted.    However,  several  major  components  ^the  California  Water 
l^roject  remain  uncompleted  and  have  not  been  affirmati^jcly  authorized 
^ by  the  United  States  Congress.    I  would  likelto  dyeir'a'fAv  .minutes  on 
t  heoe  .major  components  because  I  think  this*  Coj^ittce  Should  be  aware  / 
of  their' impact  on  the  environment  and  the  %ricultur6y  ousinesa.  in 
California,    ;5w6  nlajor  components  wjiich  h4ve  riot  been  built  nor  authorized 
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by  Congrcss.are  the  ''Peripheral  Canld"  and  the^'E^st-Sidc  £;anal»». 
The  purpose  of  these  two  canals  is  to  divert  t^c  fresh  water*that  comes 
out  at'ttie  mouth  of  the  SacraxAento  River  around  the  Delta,  appr^pximately 
45  mires  to  the  pumping  plants  located  at  Tracy  in  tRe  heart  of  the  Delta 
region.    Althourfi  the  proponents  of  these  canals  claim  that  many  cnviron- 
.  mental  safegua/d^ill  be  instituted  and  the  Delta  region  and  the  Bay  Are^ 
will  be  protected  by  these  canalsj  these  are  questionable  conclusions  that 
have'dubious-^pport  in  fact  or  lopic.    One  effect  of  the  Peripheral  Canal 
is  beyond  question;  namely,  it  will  allow  fox'' approximately  a  doubling  of 
the  fresh  water  diversion  from  the  Sacramento  River  into  the  California 
water  Project  which  will  service  the  Central'^Valley  regionj^and  thc*Southern 
California  region.    The  East-Si^e  ^anal  will  have  a  similar  effect. 

>  i 

Although  it  is  perhaps  presumptuous  or  maybe  oven  foolish 
to  say  that  these  proposc4  additions  to  fhc  California  Water  Project  raise 
onc^ccntral   question,  I  think  it  is  fair  to  say  that  these  components  do 
raise  the  following  question.    That  question  could  be  stated  as  follows: 
If  there  ifi  not  enough  water  to  service  the  projected  demands  of  the  Cali- 
fornia Water  Project,  who  is  going  to  gC5t  the  first  priority  of  the  water? 
This  question  can  perhaps  be  best  uhdcretood  by  Realising  the  effecta  of 
diverting  the  fresh  water  from  the  San  Francisco  Bay  xcgion  and  the 
effects  of  dajnming  up  the  wild  coast  rivers  in  Northern  California. 
The  eviden/e  accumulated  in  studies  done  by  the  United  States  Geological 
Survey  and  the  California  State  Water  Resources  Department  substantiates 
that  there  is  an  aboolute  need  to  have  substantial  fresh  water  through  the 
^Sacramento  and  San  Joaquin  Rivers  flow  into  the  San  Frahcisco  Bay-Delta 
region  in  order  to  prot/ct  the  water  quality  of  this  area.    Given  this  \ 
requirement,  the  question  arises  is  there  enough  water  to  be  tran8ferred\ 
to  the  Ce Jral  Valley  region  and  Southern  California  to  meet  the  projocfcd 
needs  of  t^o'sc  areas?   The  answer  se^ms  to  be  No. 
'  ■'  - 

If  this  concluoion  is  corrept,  1  would  suggest  to  this  Conmiittce 
to  examine  yery  closely  any  request  to  extyid  the  California  Water  Project 
through ^o^ch  components  as  the  Peripheral  Canal  and  the  East-Side  Canal. 
Quitc-^art  f  rom  any  justification  on  a  cost-benefit  formula,  which  would 
be  hard  to  subotantiate,  it  eeems  >ibundantly  clear  that  the  adverse  envirqn- 
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mental  effects  by  further  water  diversion,   as  contemplated  by  the 
Peripheral  and  East-Side  Canals,  would  be  disastrous  to  the  San  * 
^     Francisco  bay-Delta  region  and  to  the  wild  and  scenic  rivers  of  Northern 
California.  ^  ;  .  *  » 

-.      .  * 

*  .     .  .         Another  aspect  of  the  California  Water  Project  which  s*h6uld 
be. of  interest  to^is  Committee  is  the  treatment  of  agrieuUural  waste 
waters*   I  refer  to  the  drainage  water  that  Womes' off  agricultural  areas 
that  is  loaded  with  herbicides,  pesticides  ahd  other  environmentally 

.  harmful  chemicals.    vLis  is»no  moan 'problem,  because  it  result*  in 
water  pollution  from  these  agricultural  waste  products  flowing  into  fi-^sh 
waters.    The  San  Luis  Drain  is  the  component  of  the  California  Water 
Project  which  drains  off  the,  agricultural  wapto  from  the  Central  Valley 
region.    Thio  tlr'ainis  S^oefiilly- inadequate  to  separate  Qut  and  treat  tho^^^ 
harmful  chemicals  which  eventu^ly  flow  into  the  frejsh  waters  of  thoj^T 
Dolta  region  through  the  .^an' Joaquin  Kiver.    The  dumping  of  thcojg»ri- 
cultural  v/SBto  wateys  into  these  frcsh-wate^^^arca^ 'seriously  acj^p^tcs 
the  aljcady-eKiotin^  wate^  pollution  problem- ojf  the  SanfFrantM^  Bay. 
The  solution  to  this  problein  is  of  a  relatively  easier  nature ^pux  some  of 
the  other  <iuootions  posed  by  the  Califoornia  Water  P^-ojectj  j^tiely.^treat- 
mcnt  of  those  waste  ^^ater's  could  separate  out  the  harmfu|4fom6nts  an<] 
allow  recycled  water  to  flow  into  tlie  San  Francisco  Bay  Without  any 

•  harmful  elfucti^,  *  i# 

*  /' 

.     In  conclusion,  1  hope  these  observations  providfcd^a  framework 
to  view  the  impact  of  the  California  Water  Project  at  it  effects  the  cnvifon- 

/ment  and  the  agriculture  industry  in  California.   It  sh^ljj  be  obvious  from 
these  comments  and  the  lawsuit  discussed  that  a^vlgilant  attitude  exists 

4  among  persons  concerned' about  environmental  quaUty  and  they  will  not 
hesitate  to  challenge  eritensions  to  the  Calif orni*  Water  Projcc^t; 
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U.S.  Senate,  . 
Committee  on  Interior  and  Insxjlah  Affairs, 

Washinotoh,  D,C,,  March  26, 1071. 

Hon.  Jo^N  \V.  MiTCHEix.  -  i 

Attornctf  Gencrah  Department  of  Justice,  Washington,  D,€, 

I)r\«  Mr,  Attorney  General:  Tboro  is  ponding  l)oforc  your  DopUrtmpnt  the 
question  of  whether  to  appeal  the  decision  of  tlie  I'nited  States  District  Court 
for  the  Southern  District  of  California  in  the  soK-alled  Imperial  Irrigation 
DiBtriot  excess  land  ease  {United  8tatcs  v.  Imperial  Irrigation  DisttHct,  No. 
C7-7-T).  .     '  .  •  , 

I  oamestlY  recommend  that  this  case  be  appealed  for  tlio  reasons  set  out  In  my 
eifelosed  letter  to  Solicitor  Melich  of  th^  Department  of  the  Interior. 

In  addition  to  what  I  have  written  to  Solicitor  Melioh,  I  would  poiht  out  that 
nearly  all  Federal  reclamation  projects  for  many  years  have  been  authorized  by 
statutes  employing  language  similar  to  that  used  in  the  Boulder  Canyon  Project 
Act  which  the  District  Court  held  did  iiot  incorporate  the  exeess^land  Jimita- 
tions  by  reference. 

With  all  due  deference  to  the  District  Court's  view,  it  has  never  been  ques- 
tioned that  the  language  in  these  nuthorizing  acts  which  is  substantially  iden- 
tical to  section  14  of  the  Boulder  Canyon  Project  Act  makes  the  e^ccss«land 
limitations  of  the  Federal  reclamation  laws  applicable'.  The  District  Court  s 
opinion  now.  for  the  first  time,  raises  a  substantial  question  regarding  whether 
the  Department  of  the  Interior,«the  Congress  and  the  water  user  groups  seeking 
project  authorizations  have  been  in  error  in 'assuming  that  authorizing  a  project 
fjuhjeet  to  the  Federal  reclamation  laws  made  l»xces3-land  limitations  applicable. 

In  my  opinion,  it  is  essential  that  the  issue  of  what  the  law  now  is  bo  clarified. 
I  hope  that  the  Department  of  Justice  will  promptly  authorize  the  United  .States 
.  Attorney  to  perfR't  an  appeal. 

Sincerely  yours,  •  .  . 

Clinton  P.  Anderson. 
Chairman,  8uhcommitt'ec  on  Water  and  Poiccr  Rcsbttrccs. 


March  20. 1971. 

Hon.  Mitchell  MEUon,  ^  ' 

Solicitor,  Department  of  the  Interior, 
Washington,  D.V:  ^ 

Df^ar  Mr,  melich:  Af}  Chairman  of  the  Senate  Subcommittee  on  Water  and 
Power  UcKources.  I  hope  yo.u  win  recommend  to  the  Department  of  Ju^jtice  that, 
the  T'nited  States  appeal  the  decifUon  In  the  Imperial  excess-lands  case. 

An  Judge  Turrentlne's.  January  5  opinion  points  out,  the  departmental  review 
that  culminatlHl  in  Solicitor  Barry's  opinion  of  December  31.  10G4  emanated 
from.<in  Inquiry  I  made  on  August  7,  1001/ almost  10  years  ago.  as  Chairman 
of  the  Senat(»  Committee  on  Interior  and  losiilar  Affairs  at  that  time. 
.  The  Ifinn(V]  involved  nn>  of  fiuch  importance  to  the  futur<»  cause  of,  water 
resource  d(»veh)pment  that  they  requite  review  at  all  appellate  levejB  available. 

Where  Judge  Turrentine's  decision  to  he  limited  in  its  impact  to  the  Imperial 
Irrigation  Di^^trict  alone,  appellate  review  wouhl  be*  warranted.  The  Boulder 
Canyon  Project  is  itself  a  reclamation  project  the  first  magnitude.  The  All^ 
American  Canal-Imperial  Irrigation  District  was  the  largest  reclamation  project 
undertaken  at  the  time  of  its  authorization.  In  addition.  Secretary  Wilbur's  1933 
letter  and  the  circtfmstances  under  which  it  was  written  *lmvc  given  rise  to 
inn^^^tions  that  have  continued  to  cloud  administration  of  the  excels  land  laws 
by  the  Bureau  of  Keclamation.  These  questions,  I  fear,  will  coiatlnuo  to  exist 
unJef^M  all  avenues  of  appellate  review  are  exhaiisted.  • 

Beyond  that,  and  of  perhaps  greater  compelling  consequence  Is  tlip  fact  that 
th(»  impact  of  Judge  Turrentine's  opinion  goes  C(^nsiderably  beyond  the  present 
Kcope  of  Colorado  River  water  service  to  the  Imperial  Irrigation  DlstJ^ct. 

The  Colorado  River  Basin  Project  Act  of  1908  (P.L.  90  537)  t)rovldes  for  the 
Cnlte<l  States  to  make  up  deflelenclos  on  present  Colorado  Rlvor  flows  by  aug- 
mentation so  that  there  will  be  available  for  beneficial  consumptive  use  In  the 
three  lower  basin  states  a  total  of  7li  million  acre  feet  annually.  By  swtlon  30j 
of  the  Aetr  this  augmentation  water  is  to  be  available  on  the  same  terms  o#  would 
be  Hipplleable  If  mainstream  water  were  availably  for  release  In  the  qimntltlcs 
required  to  supply  such  consumptive  use. 

It  Is  apparent,  therefore,  th^t  whether  or  not  excess-land  limitation  will  be 
applicable  to  augmentation  water  suppllpd  the  Imperial  Irrigation  District  by 
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«m  substantial  additional  cost  will  turn  on  the  present  state  of 

the  law  You  will  recall  that  the  uncertainty  over  this  nolnt  revPi?Prt  ^  thn 

Aerwfl«'l?.e.?*r'%'',*i?f^"«f     Y^^'  I'ocame^he  ColoradriTveS'n  Pro/ec? 

Ma"wXS'n?irBtrSopUir*'''"""^  ^^'^ 

.in4'lwd''ln"ihJFlurH!!"  "?t'  P'^''S"^''<'.t'>  pass  judRm'ent  upon  the  loffol  questions 
li^-  r*  However,  it  seems  to  mo  that  Judce  Turrt'ntlne's 

•  ?"W'nR  .intrp'U'ees  substantial  uncertainties  into  the  applicabllW  of  nx^^^^ 
land  1 1ml  atfi)fls  which  should  be  elarilled  by  apnel late  review 

in  begin  with,  a  holding  that  a  provision  Rlich  as  section  14  of  the  nonl.W 
Oanyon  Project  Aet  is  not  itself  auffleient  fo  render  .^eess-land  limitS^ 
ni&'i';:./!'  "  P^om  calls  into  Quest  ion  the  appUeabi  £  of  ?Se 

'•?r«™^f  'v?"  '•'"Y"  '"".""'y     "»  irrlgatioh  projects  receiving  a  wa  or  sSv  from 

Proi'-cts  ijuthorized  by  Sress  wi?h  Sag" 
H.?„:^  K>  section  14.  An  obvious  example  is  CoaGliella.  for  the  applicaK  of 
tlie  oseess-land  limitation  to  the  Coachella  Valley  has  not  been  JifigS  i  inK 
oxamDle  is  the  (Vntral  Arizcma  Project  itPolf.  for  the  .^ce"t  and  laws  a^fn^^ 
mentioiied  in  the  Colorado  River  Basin 'Project  Act  and  aJe  app  ieib^^^^ 
fu'lfi'il;''*?'^  ^''fcrence.  The  same  is  true  of  nfeuSr  Colorado 

Ulver  Basin  projects  authorized  by  the  Col.irado  River  Basi  PTOiect  Act  For 
I  ."JuSi^J^r""'  »'«nuostion  arises  also  as  to  the  upper  basi  1 1  rojeets  autl^^oViS 
by  tl^Colorado  XUyer  Htora^ge  Project  Aet  of  195C  It  too  inTOrporaterreclama^^ 

In  most  of  thjise  eases,  as  in  the  Boiflder  Canyon  Project  Aet  sneciflc  nivmont 

MM-  reXnToTthoW''f  whicl/depart  Um  tlleTtan.ffiX 
wriuca  nj  uoi  tion  10  of  tho  lf)20  Art  hh  W(»U  an  from  tnesc?  proK^Tllwd  bv  Kootlon  0 

of'^L?e^!L':rsaa;r'    '''''      ^-^  .^.aKoT^^an' 

finT,"iV"r'."'H"V,""  '"f''"<l"<-<'(l  by  f  he  reading  Judge  Turrentine  gives  to  sec- 
tion 14  exist  Whether  or  not  the  lands  involved  have  a  pre-project  his  or?  of  ird- 
gatloii.  ft  In  bv  no  means  clear  that  Judge  Turrentine's  So  i  rSinVMie 

'.;:J!;;^^XTi;e^V;.fl:'''''"''  I'^'-J-^^ -^"t '.'nden?nS.  l.  «  n.nci?.s^ 

re.-^ otlng  the  Hlgnlfieance  of  pre-projeet  irrigation  in  tll(^  Imperial  Vallev 

A  ficcond  arfa  of  micertainty  introduced  by  the  opinion  drals  with  he  rela- 
.„?"'l';".'  M  '"''•"■••'•'""'1  llndtations  and  pr.'-proj.Trc  of  wa  er  Tho^ 

lie  .rtalMtle...  nr..  west  wide  i„  tliclr  ImfillcntioiiH.  Slost  Federal  ?«-lamaH^ 
luitT  ""fr  I'r"Jects.  It  h  entirely  i  ..'Ze  that  Vxt^ns  t 

uppl Icubillty  of  the  excciw  land  laws  Is  darificsl.  Certainlv.  any  lAiccratlon  t 
mippleuHMital  water  projects  „i,„„i,i      csemr.t  fr..n     e  ew>M  Si  i^^^^^^ 

.mgress  w..uld  engcHder  great  controversy.  When  fiucl  a  i  a  m  vari  '.  ^ 
.back  In  the  middle  MO',,,  involving  princihally  the  tVnt?al  Sy  PrK 
■an  rej<vted  by  the  Congre.w  butjhe  tiinnoil  that  .mis  led  ,,  nra^^^^^^ 
Ion  program  for  many  yearn.  A  lower  court  holding  that  Vti  be  r, ll 
having  mrh  an  effect  similarly  can  Ik-  exrM.ct.-d  to  givV  ri^x  to  .i"  em-  v^^^ 

tlal'Sr'^. ^"f"'"  ""f-nzation^  whld.  .^Id  l     a  ™bs?an. 
tlul  ad^ erHc  Impact  upon  the  rechimatiou  program.  ^ 
It  Is  (mly ,  througli  prompt  apTieilate  review  that  aufhoritative  deterMlHtl/ms 
•  c2  •  nnTiS"'".";'  I"."     "I"  I>'-''«'"t  Stat*'  "f  tl>o  law  reXti nl^-^JIyoiglf  S  e^^ 
..pinhm.  that  the  uncertainties  introduc.sl  by  Judgc^rrentimfs  ojlll!^"^ 

1  "Vi  ".'^  ""'         'l"<'"tion!  there  is  iiubstaiitlal  doubt  concernh^Ttiu;  

h-gnl  validity  of  the  Court's  holding  an  demonstrated  by   1  e  V^et  thnt  H 
So  Icitor  (Jeneral  of  the  fnlted  Htates  in  the  Els..nh.m-./A  min  ftra^^im^^  felt 
iiecefmr.v  t..  state- to  \l,e  Hupreuu.  i'ourfs  SiKK-ial  MasterS    -  iw'^^^^^ 
fc'i  "  "^''""^^  J"""  limitations  are  f'  i l  ",^"^^^^^^^ 

fuL"ft    ';i:i"";^M .      ^^•'»  this  w/e\/e:U';;s  the 
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[Filed  Mar,  20, 1071— Clerk,  U.S.  Distrlet  CQurt,  Southern  District  of  Califoriiia. 
y  by  I>eputy] 

In  the  U,S.  Distrlet  Court  for  the  Southern  Dletriet  of  California 
Unitkd  States  op  Amebica,  Piaiiitiff, 

Impebial  Ibrioation  Dibtrict,  a  Cobpobation,  DEfKfDAirre 

John  M.  Bbyant,  us  ai,.,  iNTEBvi^NOBfl,  B<mi  Iwdividually  and  on  Behalf  of  a 
Class,  To-WiT,  Am*  Pebsonb  Owning  Mobe  Than  100  Acbes  of  Ibbxoable  Land  . 
WiTHXN  THE  Impebial  Ibbioation  Dibtbicjt, 

State  or  Calxfoknia,,  IntebveNob. 
Ben  Yellen,  et  al.,  A?plicawtb  roB  Intebvewtion 
Civil  No,  6T-7-T  ' 
AMavit  of  Frank  J.Batrv  in  suppoH  of  Motion  ibini'erveno 

Arthur  Brunwasaor  . 

445  Sutter  Street,  Suite  501 

San  Franlsco,  California  04103, 

Telephone :  (415)  3(JI-2203  attorney  for  applicants 

State  or  Obegoic  ^ 
County  of  Lane,  9$: 
Frank  J.  Barry,  being  first  duly  swcffn,  deposes  and  Bays :       ■   ^  ,  ^ 
That  I  reside  at  2085  University  Street,  Eug^e,^  Oregon ;  that  I  am  a 
Professor  of  Law  employed  by  the  University  of  Oregon;  that  I  teteh  I'rop- 
erty.  Environmental!  Law  and  Natural  Resources  Law ; 

That  I  served  as  Solicitor  of  the  Department  of  the  Interior  from  January 
30,  1001,  to  April  7,  1008;  that  the  Solicitor  Is  the  chief  legal  officer  ,of  the 
Department  of  the  Interior;  that  a  major  part  of  the  busiu.css  of  the  Solicitor 
during  the  years  that  I  held  that  office  was  the  study.  Interpretation  and 
application  of  the  excess  land  provisions  of  the  Reclamation  Laws^  of  the 

United  States ;       '  ^    ^       , ,  ,       m  L.o^4.i^^ 

Jhat  I  have  read  the  opinion  of  fJiXi  Honorable  Howard  B.  Turrenune, 
Judge  of  the  United  States  Distrlet  Court  for  the  Southern  District  of  Cali- 
fornia In  the  ease  entitled,  "United  States  of  America  v.  Imperial  Irrigation 
Distrlet,  et  al."  (No.  07-7-T  of  the  files  of  said  Court) ;  that  I  have  noted 
Judge  Turrentlne  has  held  that  said  excess  land  laws  do  not  apply  to  the 
ImiM?rial  Irrlgatiou,. District;  that  this  opinion  Is  .the  opposite  to  the  one  I 
reached  In  my  oplnloft  of  December  81, 1004 ;  ^,1.1.*.  * 

That  my  salil  opinion  was  arrived  at  after  careful  etudy^  by  the  most 
exp^leneed  reclamation  lawj^era  In  the-  Department  of  the  Interior;  that  it 
waB  concurred  In  by  the  Attorney  General  of  the  United  States;  that  it  was 
shared  by  the  Solicitor  of  the  Department  of  the  Interior,  Honorable  Fowler 
'  nan)or,  in 'the  Truman  Administration  <7i- Int.  Dec.  400,  at  631-548)  and 
by  the  Solicitor  General  In  the  Elsenhower  Administration  (71  Int  Dec,  4im, 
at  555);  that  the  elreumstances  of  the  ^issuance  of  tlie  Informal  opinion  of 
Secretary  Wilbur  "granting"  the  exemption,  the  fact  that  we  were  unable 
to  find  any  evidence  In  the  Department  that  Secretary  Wilbur's  Holleltor 
considered  the  Informal  opinion  and  the  fact  that  n^nc  of  those  who  recog- 
nized the  exemption  ever  pretended  to  rely  on  more  than  that  It  was  a)asea 
on  Secretary  Wilbur's  Informal  opinion,  all  rrilse  doubts  as  to  the  correctness 
of  the  Informal  opinion ;  .    ,    v     .  sm         ^  ^4 

That  notwithstanding  the  conviction  of  the  lasers  in  my  office,  and  of 
myself,  and  the  lawyers  In  the  Department  of  Jugtke,  of  the  applicability 
of  the  excess  land  laws  to  the  Imperial  Irrigation  Distrlet,  we  expressed  a 
wllllngnefjs  to  the  representatives  of  the  District  and  of  the  large  landowners 
In  tbe  District  to  submit  the  entire  issue  for  a  Judicial  determination  before 
taking  steps  to  enforce  what  we  thought  and  think  to  be  the  law ;  that  this 
was  the  subject  of  the  negotiations  referred  to  by  Judge  Turrentlne  on  p.  4 
of  his  Memorandum  of  Opinion ;  .       ,  ,  ,  1.   1.,       t «  ^ 

Tliat  the  highest  legal  officers  of  three  isuccesslve  administrations  have 
cast  serious  doubts  on  the  validity  of  the  informal  Wilbur  opinion ;  that  I 
agree  with  Judge  Turrentlne  that  "the  deelslbn  whether  acreage  limitation 
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applies  under  the  [Boulder  Canyon]  Project  Act  involves  Important  cott- 
slderations  o£  national  policy*';  that,  in  my  opinion,  and  with  respect  to 
Judge  Turrentine,  this  case  must  be  appealed  to  the  highest  courts  so  that 
these  "Important  considerations  of  national  i>olley"  can  be  Anally  resolved; 
that,  |n  such  an  Important  case  Ai^  this,  it  is  no  more  fitting  that  Juage 
Turre^tlnejs  opinion  should  be  the  last  word  than  should  the  opinion  of  the 
Solicitor  of  the  Department  of  the  Interior. 
Dat^Ml  this  20th  day,  of  March,  1971.  ^         *  ' 

TjRAif  x:  J.  Bakbt. 

Subscribed  and  sworn  to  before  me  this  20th  day  of  March,  1071,  ^  ' 

BBTCE  iN'OSHJGIt 

Notary  Puhlio  in  and  for  said  County  and  mate. 


DEPARtMBNT  OP  JUSTICE, 

„     ^  ^      ^  ,  Washington,  D.(7.,  April  16,  1971. 

Hon.  Clinton  P.  Andehson.        ^  .       i    ^       i  x 

Chairman,  Hnhcommittco  on  Water^ana  Paxcer  Resottrm,  ' 
X7.S.  Senate,  Washington, 

Anderson:  This  Is  with  further  reference  to  your  letter  of 
March  20,  1971.  uddreseed  to  the  Attorney  General  r<»comniendlng  that  the  Dis- 
trict Coiirt  dec»islon  lu  the  case  of  United  States  v.  Imperial  Irrigation  District 
•  be  appealed,  and  my  reply  thereto  dated  April  2. 1074.  No  doubt  you  arc  !^JtrJ 
l^l  ?^  ^^"l  ^»  Solicitor  General  determined  that  an  appeal  oKthe 

DIstTlcUCourt  declsiou  would  not  be  authorized.  In  advising  me  of  his  declsliin. 

^Tite  yof  f!^^^^^^^  J""**^^  ^"^  suggested  that  I 

lawyewi  of  this  Division  who  tried  the  case  in  the  District 
U)un  argued  vigorously  In  supiwrt  of  an  Interpretation  of  the  Boulder  Canyon 
Project  Act  contrary  to  that  arrived  at  by  the  DIstict  Judge,  Basically,  the  agu- 
ment  was  that  the  provisions  of  Section  14  of  the  Project  Act.  together  with  the 
references  to  Reclamation  Law  In  Sections  1  and  4{b)  of  the  Project  Act .  made 
the  provisions  of  Section  40  of  tlie  192(K)mnlbuH  Adjustme^^^^^^^ 
SriamSonffi  December  1,  1932;  with  Im- 

But  the^  District  Judge  was  not  persuaded  that  the  general  references  in  the 
^^«ni''i«''fn^f"^'^M  Projejft  Aet  to  reclamation  law  were  sufflcleut  to  evidence  a 
Hor4r^nf  «rioop  l^"*''^'^^  ;o  Impose  the  excess  land  provisions  of  Sec- 

'  tliion  1  t    s  privately  owned  excess  landj?  in  Imperial  > Valley. 

that  other  pnnislons  of  the  Project  Act  and  the  legislative     *  / 
history  Indicated  a  contrary  intent.  And  for  this  Interpretation  he  found  con'  ' 
th'^f  (w^^^  the  Secretary  of  the  interior  had  det«^rmlned  In  1033 

t«  fiT^r'V/^  "^^  1"**'"^     ^^^^^  acreage  limitation  on  privately  owned 

ilnHoTfn.  r  o/^"^^^^  <1i«tiirb  this  determination.  Similarly,  the 

made  in  primarily  based  on  the  fact  a  AeeMon  had  be?n 

I  rospooffiilly  sugRest  that  tlip  lesson  to  l»e  learned  from  our  <>xi)erl(>1l('r.  wttii 
-     this  case  is  this :  If  the  enforced  siibdlvlsloii  and  sa  o  of  prlvately^u-^^ 

lamatlon  project  continues  to  bo  n  viable  and  fundamental  iwllCT^of  iUo 
reolamatlon  proRrani.  there  Is  cryHiB  need  for  conCTessiS  aetioiVt       L  c  e^^ 
elarhig  and  to  preclude  frustration  of  the  policy  by  nSlstrat^^^^^^^ 
nterpretat  on  of  statutes  the  nge  of  which  leave  them  open  ^^^^ 
egedly  arehnlc'and  not  reflective  of  modern  realities.  To  at  1<  "st  RO?ne  «^>,,  imvo 
had  substantial  experience  In  this  Held  of  h<.        t  ,e«'  Is  little 

'  «}'r  V^^  l>o»<^.  ??it  the  statutes  «  I  aSe 

are  replete  with  eafco  after  case  m  which  the  ('ongrcss  Itself  has  om  te  1  t  ,  l,t 
dress  the  problem.  Indp<Kl.  In  some  Instances  where  the  r  n/bh-m    as  net  mHv 

■  J^^L^l^^}}  l*""'       P">i)<)"fiuts  aiul  the  «)pponents  of  ttcreagP  llmltXn  S 
content  to  avoid  a  showdown  In  the  apparent  hope  that  thS^r  remX  1™ 
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/  »  *  ■ 

legislative  hlfltory  Avould  lead  to  tin  administrative  or  judicial  resolution  in 
accorU  with  their  respective  vl^iws.  For  example,  you  wlU  recall  that  In  connection 
wlth/thp  San  Luis  Unit  of  the  <'<»ntral  Valley  Project,  when  the  Huestlon  of  ap- 
pllei^bilUy  of  acreage  limitation  to  the  state  service  area  was  under  debate,  one 
ot  the  most  ardent  advocates  of  the  limitation  declared  It  was  his  purpose  simply 
to  litavc  the  question  open  for  resolution  by  the  courts.  Opinion  Rr3G6»5,  08  I.D. 

In  your  letter  of  March  20, 1971,  you  concluded  with  the  statement  that,  In  your 
orilnlon,  it  Is  essential  that  the  Issue  of  what  the  law  now  Is  be  clarifled.  I 
rfspeetfiilly  suggest  that  there  is  at  least  an  equal  need  for  moderh  legislation 
Marifylng  whether  it  continues  to  be  congressional  polixjy  that  the  break  up- of 
Are-existing  excess  holdings  of  privately  owned  lands  Is  a  condition  to  thelc 
Receipt  of  project  benefits*  There  Is  also  need  for  further  legislation  m  that  nfp 
funds  will  lie  appropriated  for.  and  construction  will  not  be  Iwgun  on,  any  project^ 
to  wlilch  Congress  Intends  acreage  limitation  to  apply  without  there. flrst  being 
excKnited  the  contracts  essential  to  the  execution  of  tbls  policy.  *  . 

Please  be  assured  that  we  hi  the  Department  share  your  concern  in  this  Im:'  ' 
portant  problem  and'tlmt  we  greatly  apprec&ite  the  thoughtful  analysis  you  sub- 
mlttetl  in  support  of  yonr  recommendation.  •  '  "  ' 

Sincerely,  ^       •  •        '  rr 

^  V  SniRo  Kashiwa, 

Anniatant  Mtornry  Gcnerah  Land  and  Natural  nvsourcca  DMtiffn. 

Department  OF  .Tttbticib, 
Washington,  April  M  mi, 
Mr.  David  BnowER,  *  ^       •  -. 

'  Friends  of  the  Earth,  . 
Kan  Francisco,  Calif.  •  " 

Drab  Mb.  Browkb;  Thank  you  for  your  letter  of  April  5, 1071,  addresse<l  to  the 
Attomeji  General  recommending  appeal  from  the  decision  of  the  United  States 
District  Oouct  for  the  Southern  District  of  California  In  the  ea$e.  United  States 
v.  Imperial  Irrigation  fHstrict,  On  April  8,  the  Solicitor  Oenertil  decided  tliatan 
appeal  would  not  be  author lze<l.  •  It  «      *  ^, 

'nie  basis  for  the  Solicitor  Generars  decislo^i  was  primarily  tiiat  tlve  Secretary 
of  the  Interior  had  determli>etl  In  1033  the  excess  land  provisions  of  acclamation 
law  do  not  apply  to  privately  owned  lands  ih'the  Imperial  Valley  ani^  that  this  ^ 
determination  was  not  disturbed  by  either  administrative  or  Oorf^resslonal  action 
unfil  the  opinion  of  the -Solicitor  tor  the  Department  of  the  Interior  was  Is.sued 
December  31.  lf)04.  ITndcr  these  clrcumstanceM.  the  Solicitor  General  Concluded 
It  was  inappropriate  for  the  Government  further  to  pursue,  at  this  ^ate„an  effort, 
to  reverse  the  1033  determination^  by  seeking  appellate , review  of  itlie  District. 

Court  Judgment.  •       "    <  [  x,  ^ -r^i  *  ,  ».  ^ 

While  the  Solicitor  Generfll's  decision  controls  appealing  the  District  Court* 
decision,  please- be  asmircil  that  we  do  share  your  concern  for  the  excewH  lantl,^ 
policies  of  reclamation  la  w  geaerally.  I  thUik.  however,  that  the  decisions' of  the 
'trial  court  and  the  Solicitor  Genertil  wlth^  respect  to  Imperial  Valley  suggest  a 
real  need  for  updating  the  excess  fond  laws  and  their  applicability  to  partlcfiiar 
projects  Iffnistratlon  of  the  policy  by  judicial  oradmlnlstratl\u^  interpretation  Is 
to  be  avoldiHl.  ^  '  ^ 

.       amoerely.   ,    .  Sni^o  Kashiwa.  V, 

-   UnMant  Amrnri/rOrncral,  Lanit'anil'Xaturaincsoutvca  DMaion.  . 

■  -      ■  ^'  .    •  '  -'^ 

Manhattan.  Kanh.,  May  28. 1071. 

Mr.  Ebwin  GbiswoI'D.     /  '   .  * ' 

miieitor  General,  Justice  Department, 

Washington,  D,C,  v  « 

Deab  Mr.  Gbiswold  :  You  may  Imve  reatl  the  report  In  Ncic  ^^/''^^^'f  .^^J^ 
lOTl).  of  thd  recent  decision  and  lack  of  appeal  concerning  the  Imperial  Valley 

•  land  rtwner'hlp  (Water,  ^yater  for  the  Wealthy,  pp.  0  ^h  '^^^.^^^^^ 

part  in  the  d<M*islon  not^to  appeal  makes  you  appear  to  l)e  a  man  of  little  Integrl^. 
If  you  can  explain  how  a  man  with  resnect  for  the  law  of  the  land,  as  PflfiHcj  »)y 
Congress  and  validated  by  the  President's  signature,  can  countenance  such-actlon. 

*  orlAokof  It,  I  would  appreciate  hearing  it.  ' 


1725 


V 


?"^^^?  core- of  our  government  and  nJkkos  mo 

87mtval7^^t&«^^  ""''^  ^-^"'"^  '^-^     It  maylS^ve' 
Yours  With  dwindling  rosjHK't, 

_  Mrs.  Stephen  L.  Stover.  ' 

^^*or*K*«^*^^™«^*'**^^°«^^  ^^^^^  *he  Subcommittee  on  Irrli^Uon  and  Reclamation 
85th  Conij..  2d  scss.  on  S,  142;5.  8. 2541.  and  H.  Ct48.  AprTJO  aSd  M^^ 

Statement  of  Harby  \^'.  Horton,  Chief  Counset,,  Imperul 
Irrigation  District,  Caufornxa 

tJ}^\  HOrton.  Chairman  Anderson  and  members  of  the  committee,  I  am 
Imposing  upon  you  because  I  have  a  plane  reservation  to  leave  this  afternoon, 
and  I  have  to  go  back  to  California*  urii^rnoon, 

nrnrHrf  nf^  In  ^^^^^'^^r'  }       "°  attorney  engaged  in  the  general' 

practice  of  law  in  California.  I  have  been  chief  counsel  of  the  Imperial 
Irriga t  on  D  strict  since  AprH  1034.  I  am.  a  member  of  the  ieg^U  staff  Ke 
Jnf^?n"M"  Associatitfn  of  California.  I  happen  to  be  one  of  the  coun' 

f^iJ  /^.^  Ivanhoe  case  that  was  just  mentioned.  I  happen  to  be  one  of  the 
cotinsel  in  the  case  of  Arizona  versus  Caiifomia,  now  pending,  for  wh  ch 
I  have  to  return  to  California  for  the  resumption  oft^ial.     *  ^   *  . 

«,m?',infl  '^^/.^      ^}'^  y^'?^^  t^^^st  entirely  in  connection 

with  water  matters  and  reelamation  law.  . 

dnJmi^An.n^  oHZ«?,"'  indulgence  to  refer  to  page  a/i  of  .the  memorandum 
dated  April  2i>,  19u8,  which  refers  to  an, opinion  bf  the  Solicitor  that  makes 
reference  to  the  Boulder  Canyon.  Project  Act.  I  would' ifot  hW 
had  Jt  not  been  for  the  fact  that  I  found  that  ii\  circulation  and"  my  only 
reW  n«iat  regard  is  this:  I  hope  that  in  any  report  made  by^s  eom^ 
'    Son         """^  presumptions  indulged  in  in  favor  of  Mr.  Ilar^^ 

Senator  Anderson.  I  did  not  earo  anything  about  Mr.  Harper  What^I 

-iil'J!?  ^^'"l'''  "''"'I  '•''"yprptl  "Pon  thi'  completion  of  any  new  firojeet  op  nwv  ■ 
Kterlor^-''''''^  "  ^«»f™Ft«- "PP^oved  by  flTHooreta^^ 

and  Ko  forth—  ,  '  • 

"nliall  have  been'entered  into.  Such  contract  or  contracts—" 
I  have  Pklppod  a  great  many  wordf>--  -  .  ■ 

V"^'"''  "'"/A*'  IrrlBated  land  held  In  private  ownership  by 
any  «mp  owner  In  execfri  of  ICff  Irrigable  aercH  Hhall  he  appraised  In  a  manner 
to  be  prescribed  by  the"  Scerctarj'  q;  Inteflor  and  the  sale'prleCs  tliereo^Tc.l 

tann^^^^flfwuS  "'''f  \«' I'ona /Tdc  valuer  of  tlSto  o 

-fappralnal  without  refefenee  to  the  proponed  construction  of  Irrigation  works 

T}i  '"1"       ^""^^  '"^^^''^  ^v»tor  from  nnv  project  0? 

;  r 'm"!'.-!!^""?  t"  f-xrcuto  a  valid  ro^brddWe  eon' 

trc1c?;taJy  onnterlor'!!"  '^^""'""""'^  satisfactory  to. 

and  Ko  forth. 

2t  '8  UpPideH  that  the  IGO-aere  limitation'  docs  not  apply,  then  the  Hccre-'  ' 
tan-  of  the  Interior  can't  put  that  In 'the  contract.  If  liP  canno^t  nut  It  In 
the  contract,  he  capnot  deliver  any  water.  Had  we  no   bcUOr  knol  that 
before  wo  autjiorlzc  any^more  projects?  ' 
«^nl''r^?f?^i  "™"^»r  Anderson,  I  would  like  to  comment  on  that  In  this 
/„■n^"""*''  '       '"I'y  familiar  with  that  section  40  of  the  act  of  1020.  • 

^J'"'™'''  flrst  place,  let  me  tell  you  what  Jias  been  done  where 

SUCH  a  case  has  come  about  In  the  St*te  of  Wyoming  thrsuprcmroburt' of 

provided  for  the  acreage  limitation  and  the  recordable  contract  that  you  ' 
liavo  made  reference  to.  The  Supreme  Court  of  Wyoming  In  analyzing  the 
rcflulremeuts  of  that  contract  made  the  statement  In  TubstaMo  that  the 
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*    (J  *         , '.     *  .       .  " 

^principles  contained  in- that  of  thfe  enforced  sale  of  tlie  property  that, a  maji 
had  worked  and  lived  on  ai^cl  ac^Wred  and  built  up  was  contrary  to  the 

*  fimdamentarprinciples.  of  our  Constitution » and  our  right  to  owji,  hold,  and 
acquire  properly,  and  that  dny  such  contract  would  not  be  enforceable,  and 
w4Ud  not  be  permissible /under  Wyoming  law«  As«a  resijjt  of  it,  in  the  Owl 
Creek  project,  in  ^Wyoming,  the  contract/ which  the  Government  sought  to 
have  there  madfe  i£  keeping  with  section  46  of  the  act  of  1926  was  declared 
to  be  ofie  t!hat  wouid  not*  be  legal  in  the  State  of  Wyoming. 

'  The  ^result  was  that  within  a  few  months  after  that  Congress  passed  an 
.exenmtion  of  .  the  Owl  Creek  progect  sa  far  as  the  acreage  limitation,  is 

•eonc3fned..  '   /         >  '  '  ' 

Senator  Andersok.  Then  it  w0i^jId,-be.yotiP(heoryT^ —  ;  / 

Mr.  HoBTON.  Nov  I  do  not  sa>  th&t.is  the  only  answer  to  it,  I  will  give 
you  another.  In  connection  With  thes.e  same  contracts  in  connection,  with' the 
Central  VaUey—and  heayen  forfiid'  my,  trying  to  argue  or  have  a  lawsuit 
decided  or  any  influence  based  upon  it-bs?  appearing  before  this  committee, 
.that  is  not  my  purpose— involved  in ^the  Iiranhoe  case  is  not  only  the  acreage 
limitation,  hut  the  question  of  water  rights:  That  is  involved  in  any.  case 
where .  existing  water  rights  exist  That 'is,  where  there  is  a  goinfe  project 
as  haa  been  referred  t&  by  Mr.  Bert^mith,  where  , the  land  is a  - 
developed  project  in  those  ^'areas  ot  a  water  right,  the  court  in  Califbrnia 
held  that  you  could  no  more  limit,  the' us>  of  Water  within  the  State  of 
"  Califotnia,  regardless  of  its  source,  Whether  it  came  through  a  Federal  project- 
or a  non-Federal  project  or  whatever  its  source  might  be,  ^you  coul^l  no  more 
limit  that  on,  the  basis  of  the  acreage  than  a  man  might  own,  because  it 
came  from  a  Federal  project,  Jihan-  you  could^from*a  hon-Federalv project,- 
andTlield  that  the  authorization  hy  the  Calif orpia  legislation  ^or  the  delivery 
of  water  in  keeping-  with  the  Federal  statute  was  special  legislation  under 
the  California  law,  and  not  general  legislatio^'-of  tiniform"^  application  as 
required  by  section  11  of  article  I  of  the  California  Constitution.  The  Cali- 
fornia Le^slature  had  attempted  to  validate  the  Ivanhoe  contract  by  speciflc 
language.  The  California  Supreme  Court  held  that  the  court  coijld  not.  validate 
it,  because  they  could  not  pass.  sCa  act  which  would  permit  dlscriminatioq, 
between  landowners  in  California  on  the  basis  of  the  acreage  they  own6d- 
I  may  paraphrase  it  by  saying  any  morct  than  you  could  sajt  the-ijian  could 

•  -"onl^  own  "one  automobile,  provided  so  much  money  or^he  could  only  use  the 

higiisrays  or,  could  not  use  the  highways  if  he  had  2.  automobiles  instead  of  1. 

The  answer  to  tAe  Mtuationis  twofold.  One,  what  happened  in  Wyoming, 
and  the'othei:  is  the  recognition  by  the  Federal  ag^cies  of  what  hfts  been 
a  long  recognized  proposition*  In  1911  the  Attorney  General  of  the  United 
States' issued  an  opinion  ta  the  iJepartment  of  the  Interior  to  the  effect  that 
where  there  was  an  existing  water  right  the  acreage  limitation  Was  not  appli- 
cable and  not  required,  in  1916,  the  Department  of  the  Interior  in  its  rules 
ahtj  regulations  wrot^into  those  rules  and  regulations  that  the  acreage  limita.- 
tion  was  not  applicable  where  a  water  right  already  existed.  That  same  ruling 
'exists  in  title  43,-  section  627,  I  think,  or' approximately,  that,  of 'the  Federal 
Code  of  Regulations  today  having  to  do  W|(bU-the  regulation  of  .  the  Department^ 
pf  the  Interior.      ^-  ■  ■  .  '■■   \    '  ^  L 

In  1934,  in  connection  with  the  Boulder  Canyon  Project  Act,  the-«hen  secre- 
tary of  the  Interior  issued  a  ruling  that  fhe  acf^ge  limitation  was  not  appli- 
cable to  Imperial  Valley  because  the  Imperial  .Valley  had  been  a  going  concern 
from  1902  up  luitil  that  time,  had  their  own  water  rights  and  that  having 
those'water  rights,  the  acreage  limitation  was  not  compulsory^  and  was  not 
required,  and  the  act  of  1926- was  in  existence  at  that  time.  That  ruling  was 
followed  by  a  validation  proceeding  in  California  in  which  the  issue  was  tried. 
The  Government  representatives  'weire  ptesent.  The  issue  was  known  and  the 
'trial  court  specifically  held  that  where  a  .water  right  existed,  the  acreage 
limitation  had  no  application.  ,  , 

That  validation  decree  was  entered  in  1934  and  nobody  ever  raised  a  ques- 
tion on  the  proposition  until  the  Department  of  Justice  raised  it  here  about 
3  weeks  ago.   ^  <  4^ 

I  submit  this  for  your  committee's  consideration^ 

In^'adteion  to  these  questions?  that  no  uniform  acreage  limitation  can  be 
applied,  that'  it  is  workable  in  all  areas,  and  it  is  workable  under  all  circum- 
stances, to  the  same  eitent'the  question  of  the  application  of  the  acreage  limi- 
tation at  all  in  an  area  where  it  is  a  going  concern,  where  it  is  fully  developed, 
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n^^«KJAt^.'^^''  t^  ^^^^^^^^  have  developed  and  bought  anJl 

acquired  the  lantf  and  have  it  aiffl  have  WQrfeed  it— I  am  not  now  telMns  aboVrt 

KhnT^T"""'-  "•'^"t'  for  instane^,air  SacS  iS  th^ 

.  2oT.tw!:^?^"'"^°*  "■S"'/'^'  Wnd.  which  he  has  developed,  and  all' but 
20  are  planted  m  grapes.  U&  is  a  bachelor  and  because  he  is  a  bachelor  he  is 
condemned  to  divfde-'up  his  land  and  sell  it  Z  " 

-  nn7™ffri'^^^^'^°P'*\*^^  that  land  unde^  State  Law.  The  right- eiists 
^hi^T^i  "l««ovfniflient  conies  in  uHde*r.  circumstances  of  that  kind  and"  sayj 
that  Mr.  McCrafken. must,  make  a  selection  of 'the  land  he  Is  going  to  keep! 

46  or??e  a1t'^lt^2"VZlf,'Vr'°''*"^.^?«  tal^nglbout  sectiop, 

«.  f  L  ■  •  ^^"se  I  hear  repeated  comments  from  rieonle  here  to  tlie 
no^.-n?f^  :  ^"-fr''^'  limitation,  the- limitation  6n  tiie  dehvWf  wfter  hal 
n?i«mf  I?  "  ownership-of  land.  It  does  Hot  affecV  his  ownership 

of  land.  It  IS  njerely  a  privilege  of  getting  water.  •  .""^^rsnip 

thefeun'derf"'"^  °"  the  provisions  of  section  46  and  th?  contracts 

-HioT^i®*.^'^^*""."!,'^'"'*  happens  to  a  man  who  is  in  the  district,  who  is  in  the 
dlstnct  against,  his  wll,  has  objected  to  being  brought  in,  because  L  already 

Sitfon'^Z^ffti^i'.^'T.  ^^J'^^  is  Mr  Mccracken's 

position,  the  first  thiflg  that  happens  is  that  he  gets  a  letter  from  the  Debart- 
flient.  of.  Interior  instructing  him  within  30  days  to  chose  the  ^acrel  that 
he  going  to  Stay  on  and  if  he  does  not  do  it  Within  30  days- the  board  of  dir^- 
nf  L^M ''i'""'"'"'*  »vlll  come  cjit  and  tell  him,  "Mr.  McQra^en  this  is  tt^e 
place  thst  .you  can  live  and  farm  and  have  water.  The.  rest  of  yOur^^^^^^^^^ 
^tt  T'iv  "  1'"'r''  directors,  does  not  follow  th^oiTgh  and  do  it  ffie^  « 
.Mr  !Lqra"kefi  or  some  V  his  rep^se„tatives  lAales  a  ^s4ctL  f^  * 

Now,  let  us  carry^t  one 'step  furi:her.  The  construcfion  of  section  46  is  tllat 
whth"-"-'"T-^'?'^"  ^  •J'^e'^nt  irrigation  districts,  he  has  to  decide 
di^lri^/Wn"  ^^''y       "      owns'l60«cres  in  an  irriSn 

firv  of  ?r,??-'"'''-5  ""I'lSO  icres  in/California,  tlie  reklt  is  that  the -lecre 
rnHfnlin  the  directors  refuse,  tells  him  whethef  he  can  livl  in 

California  or  whether  lle^can  H^e  in  Nebraska 
Senator  Anderson.  What  was  that  again' •  '  \ 

«i;„T„°T''-  "  "  16Q  acres— I  am  taking  the  bachelor  situation  

Senator  Andebson.  No,  you  said  it  was  a  caSfe  '  situaaon 

Mr.  HoBTON.  I  say  if  he  owns  160  acres  In  an  irrigation  district  In  n  ' 
Hn^"'?,"  ""d  owns  160  acres  Xin  rreclama- 

i'^'^f  in  the  State  Of  Nebraska,  and  hS^efuses  and  thTdirectors  of ^Is 
fi  fhl^  /h^T  to  select  for  him  the  iSd  acres„he  i^tajreep,  then  the  end  result 
Netoaska  '''''''^'^  whether  ^^iH^taCaWornla  or 

Senator  Anderson.  This  Is  new  to  me.  You  are  tellihg  us  seriously'  -  >' 
Mr.  HoBTON.  I  am  telling  you  seriously.  I  am  not  guessing  ' 
choppeXe  oa  ^.^"''^  one  sentence.  This  is  three  times  you  have 

Mr,  HoRTON.  All  right.  '      .  ^  '  . 

f  ^^an  to  say  that  the  Secretary  of  Interior -hna 

iTLreftSan"  ^ '^"^^''^^  ^-oss  the  coun^rfa  Lan  ls"Sed'?o 

•Mr,  HoRTON.  That  is  right.        *  - 
Senator  Anderson,  When  did  he  ^o  that  ? 

makeifaZTo"  hVrecord."'*""*^  r"*""' ^  '""'^  ^"^^  "  -"^^  ' 

Senator  Andebson.  Will  you  supply  it  for  the  record' 
Mr.  HoBTON.  I  certainly  will. 


Senator  Andebson.  I  will  be  happy  to  see  it,  because  as  far  as  I  know  thev 
have  taken  exactly  the  opposite  position.  I  may  be  wrong  '  ^ 

n^-^fin  ^H^y  Jia^e  issued  opinions  to 'the  contrary  that  it  means  a  total 

United  States"  ^'"^''"^  the  recfamation  project  of  ^ 

Senator  Anderson.  I  want  a  compliance.  I  am  happy  to  know  that. 
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Mr.  HoBTON,  I  think  thig,  Senator  Anderson.  There  is  more  consideration 
than  the  mere  matter  of  tlie  flexibiUty  of  the  acreage  limitation  with  respect 
to  the  family  si25e  farm  in  X  area  as  against^^Y  area.  ;  ' 

Semitor' Akdebson.  L^t  us  get  Ho  one  area  where  we  do  know  something 
abourthis  problem.  This  is*  the  San  l-uis  project.  The  Southern  Pacific  owns 
over  100,000  acres  in  the  San  Luis  District.  Is  it  your  statement  that  whether 
wfe  write  a  160-acre  limitation  in,  the  bill  it  is  under  these  rulings  invaUd? 

Mr.  HoBTON.  NOi  the  act  is  not  invalid. 
>  Senator  Andebson.  The  limitation  is  invalid.  *  j. 

Mr  HoBTON.  If  there  is  an  irrigation  district  forpaed  to.  serve  that  area, 
then  that  irrigation  under  CaUfofiiia  law  cannot  enter  into  that  contract. 
That  doee'nat  prevent  the  Federal  Government  from  making  st»me  contitact 
with  the  Southern  Pacific  to  furnish  water  to  t^at  land  with  the  acreage 
limitation  in  it.  '  '  . 

Senator  Audebsqn.  In  it?  f    -       ^  «i    .         i.  4. 

Mr.  HoOTON.  That  'is  right'  The  only  holdinfe  of  the  California  court  is  tllat 
a  public  agenxiy  of  the  State  of  Calillpmia  cannot  discriminate  among  Its  citi- 
zens on  the  basis  of  how  much  land  tl^ey  own.  f/lA 

Senator  Anderson.  Having  disposed  ©f  what  he  can  do  with  the  i60-acre 
limitation  in  it,*oan  he  make  a  contact  with  the  Southern  Pacific  without  the 
leo-acre  limitation  in  it  on  the  100,000  acres  of  lan^?^  ^J  ^^  ,^  a 

Mr.  HoBTON.  I  don't  know  whether  that  area  has  a  water  right  It  they  ao 
have  a  water  right,'  then, under  the  regulations  that  exist  in  title  43  of  the 
Federal  Code  of  Regulatiohs,  they  could  make  such  a  contract  with  them. 

Senator  . ANDERSON.  Southern  Pacific  has  stated,  I  believe— I  am  not  trying  to 
quote  thm  because  they  are  well  able  to  speak  for  themselves  by  high  priced 
spokesmen— that  they  do  not  intend  to  divide  their  land.  • 
'  Mr.  LiNBWEAVEB.  They  have  modified  their  position  somewhat  in  the  final. 
Senator  Andbi^son.  J  cannot  keep  track  of  it  ^ 
Mr.  LiNBWEAVER.  I  would  say,  Mr.  Chairman,  that  the  last  letter  we  had  from 
them  was  that  they  are  still  resisting  coming  in  under,  the  reclamation  law,  but 
said  they  did  not  desire  to  sell  or  entef  into  a  recordable  contract  They  have 

°°Mrf Norton.  I  don't  know  anything  about  the  Southern  Pacific's  holdings.  I 
am  'somewhat  familiar  with  the  San  Luis  project.  •  • 

Senator  AnDebso^.  Jack.  O'Neill's  holdings/ Suppose  he, decides  he,  does  not 
want  to  sell?  '  .  . 

Mr.  HoRTON.  Apparently  Jack  does.  •     «  t>   1^     u  a 

Senator  Anderson.  He  might  change  his  mind.  The  Southern  Pacific  changed 

^^^m^HoRTON.  He  may.  Let  us  lay  the  cards  on  the  table  with  respect  to  Jack 
O'Neill.  I  Will  give  you  my  own  opinion  of  Jack  O'Neill's  willingness  to  sign 
the  160-acre  limitation.  He  thinks  if  he  gets  water  for  IQ  years  on  there  with- 
out having  to  sell  it,  he  can  make  enough  money  out  of  it  so  lie  c«n  afrord  to 
sell  the  land  at  any  old  price.  That  is  my  own  opinion  of  Jack  X»  Neil  I  s  willing- 
ness to  back  the  San  Luis  project  and  accept  the  acreage  limitation.  You  will 
have  to  ask  him  if  that  is  his  real  reason,  but  that  is  my  candid  opinion  for  it. 
Senator  Anderson.  Do  you  have  any  other  comments  to  make?  -  '  '  ^ 
Mr.  HoBTON.  I  have  this  additional  comment.  I  do  Want  to  comment  on  the 
statement  made  by  the  gentleman  who  spoke  just  before  Mr,  Bert  Smith,  and 
that  is  this  question  of  the  cost  of  farm  machinery  and  its  relation  to  acreage 
limitation.  In  the  Imperial  Valley  we  have  a  sdil  condition  where  we  have  to 
do  what  we  call  subsoil  interchiseling.  We  break  the  ground  up  to  24  to  28 
inches  deep.  ' 

Senator  Anderson.  I  want  you  to  know*that  chiseling  is  not  unheard  of  in 

•  Washington. <i  ^  ,  ^  i. 

Mr.  HoBTON.  This  is  a  little  different  kind  of  chiseling.  It  takes  an  RD-8  to 
pull  one  of  those  cliisels.  Thfit  costs  about  .$26,000  now.  Can  you  imagine  any- 
bodv  with  160  acres  or  320  acres  having  a  tractor  that  he  used  only. part  of  the 
time  having  to  invest  .$26,000  in  the  Caterpillar  tractor,  and  then  buy  the  rest 
of  his  equipment  that  is  necessary  to  go  v;rith  it  for  heavy  farming?  You  cant 

^^I^want  to  make  one  more  statement.  I  want  to  plead  for  the  fellow  who  has 
gone  out  on  the  raw  la^rid  and  has  developed  against  storm  and  weather  and 
heat  and  evervthing  else,  and  has  acquired  himself  more  than  160  or  more  than 
320.  and  who  lias  a  water  rights  and  then  because  against  his  Will  his  land  is 


,  1,729  . 

■  !nwl?«1^  ^^u°-  P^^^^^i*      is*tapped  with  a  stigma,' Jf  it  be  sudii,  of  being  a  large 

n^on^'f      "^"^        ^  "'''^  °^  200  acres  more         me  m 

or  320,  and  then  be  compelled  to  sell  his  land.  . 

T,w  to  leave  tliisiSfytiBg  thought  with  you.  J.  think  Congress  com- 

•  S^lt'^  overstepped  Us  bounds  in  section  46  of  the  act  of  1S26,  a^d  I  thtak  one 
of  he  best  things  that  Congress  might  do,  if  yon  don't  mind  a  cow™n??y 

Snhf '^n'*,!"?'         IT.^^  act  of  1926,  and  put  something 

tvorkable  In  it  because  that  act  that  forces  a  man  who  has  a>piece  of  Dronertv 

t^o^o^h^«"■rnL'cbTi*^  '"r'''      «^>ection-in  30  c^K  to  wMch 

tion  of  his  ranch  lie  Is  going  to  stay  on  will  lead  to  the  ultimate  doom  of  recla- 
mation la^rs  before  the  courts  of  this  country.  ..  amm  or  recia 
q^n/L"«^™'/'  and  Wyoming  are  the  first  two  courts.  In  New  Mexico,  your  own 
leg^  i^  New  Mexie"o.""^  """"       P^o^'"""         the  acreage  limitation  was 

^lo^JT'?,""  -A^^OERSON.  I  am  glad  to  1  ave  you  say  that,  because  from  Mr^  Don- 
glas'  testimony  this  morning,  I  was  nrft  sure  f  ' 

on^^^,;  HOBTON.  I  do  sertausly  plead  for  the  man  who  hilS  tleveloped  his  land 
fnndo^  "  'H^^i  is  tapped  with  this  idea.  that..he  il  an  excTss 

landowner  because  he  has  a  few  acres  over  and  above  it.  If  he  has  gone  ahead 
and  developed  it,  isn't  the  philosophy  of  the  family-sized  farm  aC  the  acreage 
limitation  so  sacred  that  It  completely  offsets  a  man's  right  to  work!  to  live 
,w  ^^"^T^''^^  Pr<!P"ty.  I  don't  think  it  was  ever  designed. for  that.  I  tlFink  it 
fn^  f  fll  ^r.^'"**       /  V'*'  antiquated  .and  need  a  complete  ove^haul- 

u?fe4S^e'?,!LTterSr"'  ""^"^^  ^A^-™  "it 

Senator  Anderson.  Thank  you. 

U.S.  Department  OP  the  Interxob, 
'        .       ^Office  of  the  Solicitoe, 
To :  Regiohal  Solicitor,  Sqcramento.  ^""Mn^ton.  D.C..  Marck  31,  im. 

From :  Associate  Solicitor,  Reclamtition  and  Power 

■'li^^P.^olli*/  ?f  recordable  con'tract  Nos.  175r-^661  and 

•  ^^r^^nt  r.n^'f ^^^^^^  26  Perelli-Minetti  corporations,' 
r     ^^I0?o  f^L  ^?/t?''S'"  '^"'^I'P'i?  «""ty  district.  (Memorandum  of  May  22 

.1960.  from  Mr.  Daitlier.  assistant  regional  solicitor,  Sacramento  region.) 
-.  By  the  subject  memorandum  the  As.sistant  Regional  Solicitor!  renuested  the 
advice  of  this  office  i>n,  the  question  „f  whether  the  transferlf  Ss  lands 
originally  owned,  by  A.  Perelli-Minetti  &  Sons,  Ric,  a  family  coloration  is  a  dis- 

[^'irrh,"';e:T^"'1"P  """""^^       reqid^emeijts  ofTertamK  aw'  and  the 

recordable  contract  covering  such  lands. 

••  Aooording.  to  the^  information  funiished  this  offire'the  Perelli-Minetti  Corn, 
with1n^h-I"«""<?;f  "I*^       ownership  „f  some  1,00!)  apres  gf  and 

nn  Ln  V  ''"*^ J?  *^"".'T«''"""'"  Mnnlelpal  TTtility  District  which  were  exwss 
and  under-recordable  contract.  The  oon)Oratlon  transferred  all  Its  land  and  oS 
Sw,  "nli^iOwl  lntere.sts  to  20  newly  forme<l  corporation 'as  a  captol 
Sffi''^^""  "''^  "f"-'^  »f  '•a'-'^     the  26  new  corporatJ^s.  Each  of  the 

3^ thP  ^B  ™"?.?.  '"^'m"^  «'rporatlon  was  then  given  all  ,of  the  stock  of  one 
ffonfhavr^^t^^  p"t«i P""^™*  «>n'Pany  was  dissolved.  The  26  new  corpora- 
\nn«f  ^  «  nSl?  ^1"!'..""  unincorporated  business  entity  , called  A.  Perelll-  ' 
-Sv  I.*  Sons  to  raanaffe  the  farm  operation.  Our  review  of  this  excess  land^is- 
TKSfflon  and  of  the  applicable  law,  prevloiw  decisions  of  the  SolidtOrN  office  and 
administra  ive  interpretations  leads  us  to  the  conclusion  that  in  the  absence  of 
conditions  in  the  transaction  which  effectively  bar  the  exercise  of  the  elements 
ii  ^•''ntoratir.ns  (no  such  StfoSs  a?ed  sSd 

in  the  material  submitted  to  this  ofllee).  It  meets  the  transfer  requireraenteL  of 
P  tihiSlf  Accordingly.  t«e  lands  In  their  pr^sent^Sipfare 

f'n  ^  M  "■'^  5'^^''''"''*'''  '"'"'■'"'nry  to  Pntitlf  them  to  receive  project  wat^r 
rnder  the  juri.stic  «,ncept  of  the  con.orate  ..ntlty  it  1b  now  generallv  A^epte<l  ' 
tHat  n  Ponwration  may  be  recognized  as  a  private  owner  in  law  und^  boH 

PvX^Hnr?.^  „  ^  ■  residential  oiH'nitlon  of  project  lands  in  tracts  not 
exceeding  IGO. acres  as  a  prerequisite  to  the  right  to  obtaJn  project  water  has 
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ions' been  discarded,  the  Important  element  "of  co^°P%<=%^,"l' 
nrovislona  Is  "ownership,"  witli  its  concomitant  ngW  of  title,  dominion  ana 
?So^^Yn  opiXn  M^672?),  April  22.  1968,  the  the^  fc^.^or  pro^Und^^^^^^^ 
rules  bv  whlOh  multluple  ownerships  using  the  corporate  device  dre  to  be  testeu. 
TheL  rules  th™nr8t  two  of  which,  at  least,  are  considered  to  be  realistic  and 
»to^rS  tests  to  apply  to  family  or  other  close  held  •corporations,  arfe:    .  • 
•  T  NoSoratlon  may  own  more  than  160  acre's  in  a  figle  reclamation  project 

ri"l^tS™te«r;be  disregarded  to  ^et^ine  whe^e^^^^^^^ 
holder,  as  a  beneflcial-owner  of  a  pro  rata  share  of  th«  corporate  land  holding, 

^^TWor^Son  rusfn'i  have  been  created  forffie  primary  purpose 

''''^^^S^tTv^^^XTns,  inc.,  of^n  Ldivldedmterest  oj^^^ 
acres  o"  to  each  of  the  26  ttef  ly  formfcd  corpo&tiSis,  the  so  e  stockhofder 
of  each  of  ^ich  was  a  former  sto^hdder  in  the  orifeinai  corporation,  meets  the 
rSremente  of  rules  one  and  two.  No  one  of  the  26  h^  corjperanoiw  o^s  an 
iSst  in  more  than  the  160  acres  permitted  by  law.  AsUat^  corporat^  te  an 
enUtv  owned  by  a^single  stockholder,  no  one  of  whom  U  shown  to  o^  dther  / 
nSt  Ss  or  interests  therein  ot  stock  in  any  of  the  other  corpprattons,, 
?SSairemente.^  likewise  been  |ulfilled.  The  fact^fft 

each  of  the  new  corporatlonsjias  Identical  officers  and  bofrds  of  directors  at  this 
'toe  ?8  mflm^rtant  as  the.  itgal  ownership  and  the  rlgflt  to  exercise  dominion 
over       to  cS^trefthe  destfry  of  each  corpomtion  is  ves§d  ^^hoW^^^^ 
that  corporation.  Vhe  identity  of  officers  and  directors  iocs  to  the  qu^stioa  or 
SratZ  and  management  and  not  to  ownership.  The  StSckholder  is  empowered 
to  dictate  policy  to  the  officers  and  directors  who  are  hfe  ^agents ;  he  m«y  relieve 
.  them  <rf  their  dutle.ssif  they  do  not  comply  ^vith  his  ^^f^^^-J^^'^'t,lJ^£^iZ 
these  powers  only  a  ftttle  or  not  at  ay,  but  It  is  the  poasefslon  of  the  powers,  not 
the  manner  In-whloh  they  are  exercised  that  governs  here.  .  ;1n,' 
IS^edoviht  has  been  express^-d  informally  «8  to  whethot  the  transfCTS  nieet  the 
requirement  of  the  third  rule.  The  dou^)t  is  occasioned  hi  the  fact  that  t^^JoM 
acreage  continues  to  be  oiWate<l  as  a  unit  under  essentially^  the  same  manage-  - 
ment  and  Ruldance  and  In  the  same  manner  as  it  was  under  the  '»™frcorporat  on 
.  Which  is  now  dissolved  and  by  the  fact,  that  the  transfer  may  be  t-^t^i  by  the 
Internal  Revenue  Service  as  a  tax-free  corporate  Fe»i^«nl?n"»^""",^,'' ^^^^ 
368  of  the  Internal  Revenue  ('ode.  The  possibility  of  fraud  supplies  the  roason 
for  the  third  nile.  If  tlie  requirements  of  the  first  and  second  rulijs  are  met 
■  and  fnmd  Is  absent  the  purposes  of;  the  acjeage  limitation  P^^'f '"''fJ^*- 
Ing  wat^r  deliveries  to  160  acres  in  a  single  ownership  would  seem  to  have  beej^ 

'"Inie^'nSrtment  has  been  Indifferent  to  the  slae  of  the  functional,  operational 
faming  entcrl)rlse,  except  where  Initially  cstaDlishlng  farm  un  ts  on  reclamation 
projects  on  public  lamL  It  has  a1,proved  multiple  owners!,  ps  knowing  thaf 
prior  unitary^f arming  oi^ratlon  would  not  chanped  ^S""  ^."J^^.^y 
3  1005).  Management  contracts  were  acceptable  for  the  DlOlorglo, sale  units. 
I  argP  scale  I'easing  operations  wherein  the  right  of  control  of  the  owner-  eseor 
Ky  ?s  Jasse<l  to  the  lesscK».  are  not  questioned.  Apart  from  land  specul^^^^^ 
eonsKleratfons,  the  exce.sn  land  laws  are  more  concenie<l  with  legal  relationships 
than  with/ economic  consequencas.  The  transfers  In  this  ''"s*' J^rf,««'}t^'f  "^^^^ 
tlons  to  flWldren.  and/or  other  individuals  who  were  each  stockholders  in  the 
"rigina  c^ioration  and  Wl^ose' entitlement  to  hold  an  undivided  Interest jn  their 
individual  capacity  is  beyond  question.  That  the  Individual  chose  to  convert  him- 
self Into  a  corporate  entity  In  order  to  obtain  favorable  tax  treatment  does  not 
convert  an  otherwise  acceptable  transaction  Into  one  repugnanXto  the  acreage 
limitation  provisions.  '  .,  ,         -?  i.  fhn 

The  objections  which  have  l)een  le,reled  at  this  case  In  an  effort  to  defeat  the 
attempt  to  comply  with  the  disposition  requirements  of  the  recordable^  contract 
MH>ni  to  have  disregarded  the  fundamental  Ptatutoi^  and  legal  tests  of  "/)wner- 
shlD"  Ih  favor  of  economic  or  social  considerations.  Tliose  objections  must  fall 
where  the  re<iuirement  of  legal  ownership  and  Its  Incidents  are  met  and  no  fraud- 
ulent purpose  Is  shown.  *"  V  .    ,,     „,  „,„.„ 

The  views  expre.sse<l  herein  are  limited  to  cases  in"^oTving  family  and  cloflc 
held  corporations.  We  agree  with  the  observation  in  opinion  M-36729  that  the 
second  nile  cannot  l)e  practically  applied  to  publicly  owned  corporations.  In  dis- 
regarding the  corporate  form  It  Is  not  practicable  to  pierce  through  to  the  nitl- 


•  ;  ^neoirrlgabjeflGm  asSS^^  benefits  to  one  owner 

*Copy  ta :  Deputy  SoHdt or  f  "ootate  Solicitor,  Reclamation  and  Power. 

.    \  Regional  Solicitor,  Denver  /* 

Regional  Solicitor  Los  A  Wes 
Regional  Solicitor,  Salt  Lake  City 
RegionabSollcitor,  Portlaiid 
Regional  Solicitor,  Tulsa/ 
Fielcl?Solleitor,  Boise 
Field  Solicitor,  Ephra 

STAMr  or  NOETHCOIT  BIT.  AtIOBNET  StATK  OT  OAmt,«„A  ' 

.        .      WATHt  PjrOJEOT  ATTTHORITY  '•^^m^^ 

.  fo&&?S^ctSat^f 

AuYhority!'    ""^  '"'^  t'^^  State  of  California  Water  Project 

Senator  OvEBToN.  Authority  •  V 

develdied  bythe  SfnfP  7«v^i„n      ™^    Valley  project.  This  project  had  fen- 

•  lofrT*"'  Klver  ami  Harbor  Act  of  , 

Mr.  Bty.  Rivers  and  Harbors  Act  oflOST, 
•  Henfttor  OvEfToiir..  And  made  no  reference  to  the  reclamation  law? 
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Mr.  Bl^.  Not  tbe  etcese-lan*  proTlsion.  It  provided  tbJt  the  project  »lwad 
be  cooatructed  in  accordance  with  th<?#  reclamation  law,  M I  recall.  But  in  mnj 

^^Senatw.  Ovi»tox.  Well,  tbe  reclamation  law  contain^  tliB.wceee  land,  do^  It 
not?  >  '  '       /  i 

Mr.BLY.Ye».        .  x.-  I 

Senator  OVERTO^t.  lam  asMng  for  information. 

Mr.  Elt*  Yes^;  it  does ;  the  fceclamation  law.  ^        J  .  *      _  . 

Senator.  Overton.  So  that  if  it  was  subject  to  the  reclamation,  it  would  i)e 
subject  to  the  excew  land.  .  '  ■     .     ,  I  .  ™,  x,^„^ 

Mr.  Blt.  Well>  I  think  the  correct  legaV  oplnipa  i«  exactly  what  you  have 
expressed.     •  ^  • 

Mr!*:^.  That  ithe  ^Ject  is  subject  to  the  exc€«s-land  provision  of' t^  rec- 
lamatiouMajpps,  although,  as  I  say,  for  some  time  there  was  a  divided  legal 
oi5Sonon  thatpoint,wWchl8hallnotffOintQforthfrmomtot  ^  _  ^ 

Senator  Overton,  Let  me  ask  you*now,  before  you  get  oA:  You  start  out  py 

saylxig  that  (California  was  getting  ready,  tHe  SUte  it*elf  

"Miv  EtiY  Yes  *  • 
Senato/OVKBTOIT.  To  appK^ritte,  I  tMnk  It  wa»,  $135,()W,000.      V  _ 

.  Mr.  Ely  $105,000,000  was  the  estimated  cost;  the  authorissed  bj>n*I«rae  wa» 

*^KKvraToif.  0n6  hundred  and  slxty-flvift  mUlfon/tWs  project  bid  It  feTcr 

^'ft^LY^^  X^nsSof  the  P.  W,  A.  buying  those  revenue  bonds,  ttie  alloca- 
tlon  waj}  made  to  the  Keclamatlon  Bureau  to  const^wc-t  the  projwrt,  l^s^- 

The  State  law  under  which  this  authority  is  created,  my  client  in  tWs  niattef, 
does  not  contain  any  excesB-land  provWon  Ifcself.  The  proMem  we^af«  <^'^™" 
With  arises  under  the  Federal  reclamation  law,  not  under  any  Stoto^tute. 

Senator  OvEBTOif.  Woll,  California  has  no  flnancial  outtay  in  the  project? 

Mr  BtY  Ther^  1^  expenditure  of  State,  funds  excepts  the  investigation  and 
engineering  .work  that  preceded  it,  amounting  to  the  general  order  of  a  mllHon 
dollars.       '         ,  *  .  ,  • 

-  Mr""ELY!^^eve^The  project  must 'be  paid  for,  and  that  Is  the  point  I  am 
coming  to.  '         ,  ' 

M"*BLY!^Th™prof«  b^  recovered  by  the  United  S^^^  ln,P*ft 

■from  the  receipt  of  pwver  rovenu'efl  from  power  plants  tfiat  were  describe*  this 
morning,  and  In  part  by  l*e  payment  by  farmers  foi?  water  or  water  service,  to 
parT  presSSkblyfthe  costOf  the  project  wIU  be  charged  to  navigation  and  llood- 
»l  Stsf'and  those  elements  will  not  be  ^P^^^^e  aSie  K«tlw^ 
Bureau  has  not  as  yet  found,  it  possible  to  make  or  publish 
H.«u»  vnrlOHs  costs  That  Is.  it  is  not  yet  known  what  part  of  the  total  project 
SXh  18  S-^rtlmat^  to  ha  upwanl  of  30e>mllUons  instead  of  m  millions 
i\mt  tC  State.  wSplated.  shall  be  recovered  out  of  power  revenue^,  how 
8  all  b^  Sen  off  against- flood-control  and  as90dated^bewflt«  and  how^ucl. 
S  be.  revered  in  water  charges.  But  In  «»y 

the  project  which  Is  to  bo  reco'&ered  out  of  water  charges,  the  s^te  authortty 
feds  wry  strongly,  must  liavc  as  wide  and  «tron«  a  foundation  as 
irSio  fnaxlmum  acreage  to  be  benefited  by  the  project  should  contrttout*  for 

"1^ aCSMTtCt^  m^;^^^^  will  bTserved-by-grar. 

Itv  w^ef  K  thfc^ntral  Vp^^^^^  i«  recelvlm?  that  water  a«* 

niS  water  miwW  primarily--^  in       wnse:  for  years  this  area 

hnHTerTirrigatS  putnrfng  as  well«8  by  the  diversion  of  gravity  snuWleff  com- 
ng  KVlhrouS  Se  of  the  streams,  furnished  by  «>^<'«i°'^''»-»*«,??'rS 
project  The  same  tendency  toward  subdivision  will  probably  occur  with  respect 

'"^H-KfrTn  tSiffl^  already  settled  and  Irrigated  there 

is  thc^K  io  pmc  lAl  ne^^f^^  cstebllshlng  the  site  of  farm  tinlts  and  pre- 
texting sett^^^^         the  dangers^of  land  speculation.  The  1";«?IH««\ 
ewmptlon  will  save  the  Government,  the  conservancy  district,  and  the  supple- 
mental water  usera  considerable  legal  and  administrative  expenlie.  . 

You  may  wish  to  liave  the  whole  report  included  In  your  record.  I  shall  not 
take  youp,  time.-. 


SeAator  Ovebton.  I  do  not  thlnk  that  will  be  necessary. 
0      ^JihJ^V^.  ^®  Central  Valley  IWject,  one  added  complication  is  the 

t ,  w  ?^  pumping  by  .the  landowners  generally  iff  by  means  of  electricity 
which  is  purchased  from  various  sources  but  primarily,  from  'tbe  lines  of-the 
Pacific  Gas  &  Electric  Corporation.  The  Central  Valley  project  itself  will  develop 
very  large  -quantities  of  power,  and  the  plaji  contemplated  by  the  State  ana 
that  being  carried  out  by  the  Reclamation  Bureau  calls  for  the  pealizaUon  of 
the  widbst  possible vbenefit  from  that  power,  both  its  flnanoial  contribution  to  ^ 
^0  cost  of  the  project  and  its  general  utilization  at  as  low  cost  as  is  economic. 
The  very  interesting  questions  arises  whether  the  Oovemment,  if  it  refuses' 
to  serve  water  to  landholdings  in  excess  of  160  acres,  shaU  refuse  to  serve 
iwwer  to  pump  tiie  water  to  serve  the  excess  lands. 

Senate  OVEETON.  If  thie  Government  refuses  to  givie  these  large  landowners 
power,  will  they  still  be  able  to  get  power  from  private  sources,  or  will  the 
Govemment-o\vned  lines  d vivo  out  privately  owned  lines?  : 
*  A^J^'^^^'  ^'rrauuyjyw^^ie  fanner  wha  might  be/ den^  • 
tlio  Government  woGJu:  refuse  pj#^er.  It  is  an  interesting  question.- 

Senator  Overto,^,  Well,  I  am  assuming  it  does. 

Mr.  Ely."  But  if  ho  were  refused  power  from  the  Government  lines,  ho  pre- 
.    sumably  would  buy  from  thio  Pacific  Gas  &  Electric  Co.  and  thereby  to  that 
^    cfxtent,  perhaps  a  stnall  Extent,  defeat  one  Qf  the  purposes  of  the  l>roject  which 
^is  to  get  a  wide  market  for  project  power. 
'    '  Overton.  It  could  not  occur,  could  it,  that  the  operation  of  power 

lines  ^  the  Government  wpuld  drive  the  private  utility  lines  out  of  that  area^ 
Mr.  Elv.  That  is  a  problem  that  I  cannot  foretell  the  answer  to. 
.  ,  In  summarizing :  There  has  been  no  application  of  the  excess  land  provision 
in  j>mJ^H'ts  involving  supplemental  water  supplies  as  distinguished  trom  projects 
involving  development  of  raw4rfnd.  Federal  land,  that  has  been  called  to  attention 
here,  and  I  know  of  no  successful  answer  that  has  been  found  to  that  problem 
If  no  action  were  taken  at  all  as  to  Central  Valley,  I  imagine  that  the  course 
would  be  exactly  as  it  l,ms  been  on  the  Salt  River/project  and  in  Imperial  Valley  • 
that  the  law  would  remain  on  tiie  books,  the  iiuFohibition  of  delivery  of  water 
bo  holdings  in  excess  of  ICO  acres,  and  that  somehow  the  hinds  now  under  culti- 
vation- would  continue  to  be  ciUtlvated.  in  those  projects  the  holdings  in  excess 
of  100  acres  liave  not  been  prevented  from  conning  into  the  districts.  If  they 
were  prevents  here,  the  loss  through  nonparticipation  would  fall  upon  those 
who  do  pflrticlpatx^.  If  they  wel-e  permitted  to  come  into  the  districts,  the  law 
^  would  simply  have  to  be  Ignor^ed,  as  it  has  been  fgnored  on  these'other  supple- 
*^       mental  water  projects. 

To  us  it  appears  that  the  law  as  it  stands  is  not  properly  applicable  and  was 
really  never  intended  to  be  applicable  to^his  type  of  project,  and  that  there,is 
no  particular  virtue  in  leaving  on  the  books  as  a  threat  and  indeterminate 
sort  of  mortgage  or  Hen  this  inapplicable  provision,  floating  over  the  heads  of 
all  the  landowj^ers  in  the  projeot.  We  think  it  Is  just'  as  reasonable-moro  so—  - 
to  repeal  the  f60-acre  provision ;  and  if  general  legislation  is  then  worked  out  ' 
to  acquire  these  large  holdings  and  reselWhem  to  veterans,  well  and  good,  but 
It  ncjMl  not^  be  done  under  the  pressure  of  the  lOO-aere  limitation.  It  is  not  a 
fair  limitation,  as  the  authority's  resohition  points  out,  as  applied  to  this  project 
Senator  Overton.  I  think  there  is  a  great  deal  in  what  you  say,  and  I  want 
to  congratulate  you  on  your  very  intelligent  pre«ent<ition  of  this  question  It 
seems  to  me.  however,  whatever  we  may  do  here,  whether  wt^*  retain  the?  Elliott 
amendment  or  whether  we  eliminate  it,  that  future  legislation  will  be  required, 
^    lNH»ause  if  we  retain  the  Elliott  amendment  there  will  have  to  be  some  modiflca-' 
?»  think;, and  if  we  exclude  the  Elliott  amendment  then  there 

will  still  have  to  bo  Kome  legislation,  because  the  situation  in  that  valley  is 
different;  as  you  have  pointed  out,  from  the  ordinary  run  of  reclamation  projects 
and  for  the  reasons  that  you  have  given. 
We  thank  you  very  much  indeed. 

Mr.  Ely.  Thank  you.  Mr.  Chairman.  I  desire  to  include  in  the  record  at  thisc  - 
IM)int  (1)  a  statement  by  Executive  Officer  Edward  .Hyatt.  (2)  a  summary  pre- 
rmred  by  the  authorityts  staff,  and  (a)  a  resolution  of  the  Joint  Committee  on 
WaterProblems  of  the  California  Legislature.  .  , 

Senator  Overton.  Any  questions?  (No  response.) 

Now,  I  think  that  Is  all  the  witnesses  that  are  now  available  to  the  proponents 
^"iL^^/^*^^^  ^^^^^  tomorrow  morning  at  iq^rSO.  We  stand  recessed  until  then 
(The  following  was  presented  for  the  reCorj| : ) 
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THE  FEDERAI*  nECI^AMATTON  ACT  OF  1002 

Mr.  HARttW.  Mr/  Prpsldont,  I  wonid  like  to  call  to  t4io  attention  of  Senators  a 
rec<?nt  federal  court  nUlnp:  of  hlHtoric  slfi^ilfieance  t6  thl»  Nation.  Tlie  ruling 
last  week  by.  JudffO  Murray,  lu  the  United  Htate«  District  ('ourt  for  the 
Southern  District  of  ('jilifornla,  upheld  a  statutory  requirement  of  the  Fed- 
eral R<K.'lamation  Act  of  1902  which  has  never  been/enforced.  Tlie  reauiremerft 
states  that  absentee  landowners  are  rfot  entifleaWmeive  federally  irrigated 
water.  The  purpose  oi  the  RcJiamajikm  Act  of  lOOl^which  also  Includes  a  pro- 
vision limiting  federally  irrigated  hindholdlngs  of  ICO  ayres,  or  320  acres  In  the 
•case  of  man  and  wife— Nvas  to  assure  that  the  benefits  of  federal  irrlgafloip  proj- 

*  ects,  paid  for  by  the  taxpayer,  would  accrue  to  economically  vhible  homesteaders 
rather  than  land  speculators  or  monopolists. 

Unfortunately,  because  of  corporate  evasion  and  Government  nonenforcement 
of  /bis  law,  millions  of  acres  of  the  richest  agricultural  land  In  this  country 
arS  now  held  Illegally  by  lar^^f  landowners  in  thcf  West.'  Tlie  effect  of  JiHlge 
MTirray's  decisloiw  it  upheld,  woulij^be  to  break  up  the  holdings  of  the  large 
corporations  which  comprise  almost  two-thirds  of  the  irrlgatlonal  farmland 
in  l^allfomia's  Imixirial  Valley.  The  Imperial  V^alley,  with  half  a.  million 
/acres  of  crops  worth  $250  million  a  year.  Is  now  tlie  home  of  such  corporate 
giants— with  holdings  of  up  to  12.000  acrei^as  ITnlted  Frdlt,  Dow  Chemical,- 
Purex,  Tenneco.  and  the  Irvine  Land  Co.  ^  • 

.  Mr.  President,  it  Is'lorig  past  the  time  to  end  the  billion  dollar  wutvr  subsidies 
these  giant  corporations  are  receiving  In  violation  K)f  the  law  and  at  the  expense  * 
of  the  Independent  farmer  who  Is  getting  8aue,^zed  off  the  land.  Judge  Murray's 
declsl(m  is  a  welcome  one  for  those  of  us  who  stand  crgalnst  the  monopoly  of  our 
land  and  water  by  a  few  giant  corporations  and  who  stancj  for  the  rights  of 
America's  independent  family  farmers/.  '     '  ^ 

Mr.  President,  judge  Murray's  decision  probably  will  bo  api)ealo*l.  We  must 
therefore  ask.  Will,  this  administration  stand  on  the  side  of  the  largo  corporate 
interests  or  for  the  small  homesteader?  Tlie  administration's  past  record  on  this 
subject  leaves  me  with  little  reason  to  believe  the  femall  farmer  will  receive  ade- 
quate support.  Already  the  Nixon  administration  and  the  Justice  Depa-rtment 
have  decided  not  to  appeal  an  earlier  cotirt  decision  Involving  the  Federal  Eec- 
lamaticm  Act  which  favored  the  large  landowners.  In  that  decision,  Judge 
Howard  Turrentine,  a  Xixon  appointee,  ruled  that  the  IGO-aere  provisions  of  the 
1902  law  do  not  apply  to  the  Imperial  Valley  area  In  California. 

Mr.  president,  the  J[ustice  Department  never  explained  publicly  why  It  failed 
to  appeal  .Tudge  Turrentlne's  decision.  Mr.  Petfer  Barnes,  the  west  coast  editor 
"of  the  New  Republic  magazine,  wrote  an  extremely  interesting  article  on  this 
subject  in  which  he  mentions  the  Justice  I>epartinent's  Inaction,  A  concerned 
reader  of  the  New  Republic,  Mrs.  Stephen  Stover,  wrote  Solicitor  General* 
Griswold  to  find  out  why  there  has  been  no  api>eal.  The  Solicitor  General's  re- 

•  spouse  to  Mrs.  Stover  is  very  revealing. 

His  letter  .states,  for  the  first  time  to  my  knowledge,  the  reasons  for  the 
(lovernment'M  inaction,  which  meant,  in  eff<vt,  a  decision  tlmt  the  GovemmentT 
and  small  farmers,  "should  not  win"  th^  case.  Mr.  President,  I  ask  unanimous 
consent  to  have  inserted  in  the  Reooho  at  the  conclusion  of  my  remarks  a  copy 
of  Mr.  Barnes'  article  in  tiie  New  Republic,  entitled  "Water,  Water  for  the 
Wealthy,"  a  cot)y  of  the  ,Tustice  Department's  press  release  concerning  Its  de- 
elsiou  not  to  appeal  the  decision,  and  a  copy  of  the  Solleltor  General's  exiUana- 
tion  to  Mrs.  Stover  of  the  Department's  decision.  I  also  have,  to  be  printed  ^ 
in  the  Record,  a  copy  of  a  letter  to  the  Solicitor  General  from  Prof.  ,Toseph  L, 
Sax  of  the  TTnlversity  of  Michigan  Law  School  in  which  he  challenges  the  Solicitor 
Oenerars  explanation  of  the  Jusitce  Department's  decision.  Prf)fOssor  Sax  Is 
perhaps  the  Nation'?  leading  expert  on  water  law. 

Mr.  President,  it  Ib  inconceivable  to  me  that  this  *'law  and  order"  administra- 
tion would  fail  to  enforce  the  1902  reclamathm  law,  and  then  fail  to  app<»al  a  Fed- 
eral court  declshm  on  the  law  when  that  decision  favo;'e<l  large  con»>rate  land- 
owners, yet  that  is  what  has  happene<l,  Mr.  Prcf^ident.  And  now  we  are  fac^Hl  with 
theirdlstlnct  imssibility  that,  unless  the  ('ongress  speaks  out  clearly  In  support  of 
America's  family  faruier5>,  this  administration  will  appeal  a  related  case  which 
rules  against  the  large  landowners.  It  Is  no  wonder. that  snmll  farmers  are  dis- 
satisfied with  the  Xlxtm  a'dmlnlstratlon ;  It  Is  apparent  that  their  sympathies  He 
with  the  corporate  giants  that  are  driving  small,  farmers  off  the  land.  • 
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^  Mr,  President,  If'lntroduced,  with  Senators  Bayh,  Cranston,  an<l  Hart,  a  bill 
fwhlcn  would  enfohjc  the  congresslonill  Intent  respecting  the  Federal  Reclama*. 
tion  Act  of  1902.  Xow  mofe  tlian^ever  I  think  a  bill  such  as  this  Is  needed.  I  ask 
unanimous  consent  to  have  it  printed  In  the  Record  again  with  a  copy  of  my  re- 
marks  when  I  Intr^duqed  it.  I  urge  Senators  to  give  it  their  careful  considerjitlon, 
and  I  invite  tlielr  oosponsorshlp.  \  '  ' 

I  also  Ask  unanl^aous  consent  to  have  printed  in  tiie  Record  a  copy  of  Judge  Mur- 
ray's decision  upholding  the  residency  requirement  of  the  1002  law. 

There  being  no  objection,  the  items  were  ordered  to  be  printed  in  the  Record,  aH^ 
follows:  * 

IFrom  tho  Kow  Republic mtgaxlne,  May  3,  mi] 

^  WATfcB,  WA-^  rOB  THE  WEALTHY  . 

Not  far  to  the  east  of  the  summer  White  House  at  San  Clemetite  lies  one  of  the 
most  miraculous  deserts  In  America,  California's  Imperial  Valley.  It's  lar*! 
(about  114  times  the  size  of  Rhode  Island),  hot  U<*mperatures  of  120*  are  not  m- 
<foramon  in  mld-summer),  dry  (total  annual  rainfall  is  barely  three  inches)  and 
tlAt.  ifc  is  also  one  of  the  richest  agricultural  areas  in'the  world,  producing  $2*0 
minion  aiiriuaUy  of  cotton,*  sugur  beets,  lettuce,  alfalfa  and  other  crops.  ^VMt 
makes  Tl^Imperial  Valley  ricli  is  water  from  the  Colorado  river,  water  {)rought 
illo^*^*^  ?  Ji^}"^^^  ""^  ^"^^t  by  the  federal  government  In  the 

lOJOs  and  40s,  Thanks  to  the  imported  water,  wliat  wtis  once  barren  Is  now  a 
grower  s  paradise,  producing  two  <>r  three  cr(»ps  a  year. 

This  speetaculaj  reclamation  .of  ftesert  >vastelands  would  be  an  unblemished 
tribute  to  American,  enterprise  were  it  not  for  an  Important  fact :  tlu*  benenclaries 
?^^^!f^™".  group  of  wealthy  growers  who  hold  most  of  their  land  Illegally.  Back 
n  1002,  when  (Congress  passeil  the  Reclamation  Act,  it  sought  to  assure  that  the 
heneflts  of  federnt  irrigation  i)rojccts  would  accrue  to  small  homesteaders,  not  t« 

^  and  speculators  oi*  the  holders  of  vast  estates.  The  law  stated  unequivocally  tlia^ 
landowners  cotM  receive  federal  water  only  for  farms  of  ICO^acres  or  less,  and^ 
r^^}JS.  T^^^     receive  this  water  they  had  to  live  on,  or  very  near,  their  land: 
In  1926  (^mgK^s^atrengfhentid  the  1902  Act  by  providing  that  landholders  owning 

^inore  than  100  .acres  had  to  sell  their  excess  land,  at  preirrlgatlon  pricea  beforS 
they  could  receive  federal  water 

The  rallrf>ads,  land  si>eculators  and  big  ranchers  have  always  opposed  the  Rec- 
Mmatlon  Act's  anti-monopoly  provisions,  have  never  been  able  to  persuade  OOn- 

^gress  to  repeal  them,  and  they've  successfully  got  around. them.  Techniques  of 
evasion  have  varied  from  region  to  region.  Imperial  Valley  growers  did  It  by 
persuading  Herbert  Hoover's  Secretary  of  the  Interior,  Ray  I^man  Wilbur,  U> 
sign  a  letter  In  193a=-days  hefore  the  Roosevelt  administration  took  over--K»x- 
pressing  his  opinion  that  the  Imperial  Valley  was  exempt  from  the  160  acre  lim- 
itation. ^\;llbllr  s  last-minute  ruling  was  elicited  by  one  of  his  aides  through  a 
typical  speclal-lnterest  ploy :  the  aide,  who  shortly  thereafter  became  a  paid  con- 
sultant  to  Imperial  Valley  landowners,  nmvlnced  Wilbur  to  sign  the  latter  wiUi- 
out  consulting  the  Interior  Department'H  chief  legal  officer,  who  believed  In  en- 
forcing  the  l(K>^acre  limitation.  m 

Wilbur's  letter  was  merely  an  informed  opinion,  but  It  achfeved  the  desired  effect. 
Using  the  letter  as  its  rationale,  the  Imperial  Irrigation  District  (which  distrib- 
utes water  and  electric  power  In  Uie  VaUey)  for  three  decades  bestowed  its 
|wmty  upon  tUc  owners  of  all  sizes  and  shapes,  never  forcing  any  one  to.  sell 
his  excess  holdings.  Today  more  than  half  the  Irrigated  acreage  in  the  Imwrial 
valley  is  held  by  owners-of  more  fhan  GOO  acres  and  two-thirds  of  it  by  absentees. 
S<mip  of  the  holdings  are  as  lar^e  as  10.000  acres,  several  lK»long  to  such  ai?ri. 
business  giants  as  Purex,  Xi'nited  Fruit  and  the  Irvene  liand  (^ompany. 
^  Tills  concentration  of  rich,  federally.  Irrigated  lands  In  the  hands  of  a  rela- 
tively few  large  landowners  not  only  Oi^^s  In  the  face  of  congressional  enact- 
ments, it  opens  their  landowners'  bank  accounts  4a  vast  unearned  windfalls, 
all  courtesy  of  the  federal  government  and  the'^taxpayer.  Tlie  amount  of 
subsidies  that  accrue  to  the  Valley/ landowners  is  dazztlng;  First  is  the  water  • 
subsidy.  Hoover  Dam,  completed  in  1935.  and  $di75  million;  the  All-Amerlcan 
(  anal,  which  carries  water  from  the  Colorado  to  the  Valley  cost  $30  million, 
liart  of  this  inamujoth  Investment  comes  out  of  the  general  revenues;  the 
remainder  Is  almost  entirely  paid  by  electric  power  consinners  In  Los  Angeles 
and  other  southern  California  cities. 
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Second  is  the  labor  subsidy.  Between  1963  and  19G4r  millions  of  Iraceros  toil 
in  the  Imperial  .Valley  at  wages  lower^tlian  any  others  paid  In  America.  Today 
-  tUDuHandH  of  Mexicans  stream  across  the  barrier  each  mornins  wini  blue  or 
lril|k  permit  cards,  compliments,  of  the  U.S.  Labor  Department.  Their  presence 
^  the  efforts  to  unionize  fannwoiicers  ttnd  keep  field  wages  below  two 

Miollars  ari  hour.  ' 

Then  there's  the  agricultural  subsidy.  The  same  federal  government  that 
spends  millions  to  make  tlie  Imperial  ValFey  arable  pays  millions  to  landowners 
not  to  gnnv  crops.  Tlius,  500  large  growers  receive  $11  million  annually  in  farm 
subsidies,  while  10,OftO  landless  residents  of  the  Valley  must  eke  out  an  existence 
on  walfare  payments  totaling  less  th4n  $3  miUion. 

By  far  the  largest  windfall  is  in  the  form  of  Idnd  appreciation^  Irrigated  land 
in  the  Imperial  Valley  is  worth,  conservatively  $700  an  acre  more  than  the  same 
land  w«;ild  be  worth  without  water.  A  landowner  with  2,000  acres  fhua  gets  a 
$1.4-mlllion  bonanza  from  the  federal  government,  merely  because  his  land  is  in 
the  right  place*  Tlie  land  appreciation  in  the  Imperial  Valley  attributable  to  the 
taxpayers*  munlfleence  exceeds  a  quarter  of  a  billion  dollars.  - 

In  short,  it's  quite  a  bubble :  landowners  in  a  once-desolate  dust  howl  reaping 
millions  at  the  public's  expense  on  acreage  they  never  shoul(^  have  Been  al- 
.lowed  to  hold  in  the  first' place.  But  it  has  been  a'  precariqua  bubble,  resting 
*  on  the  thin  edge  of  nonenforcement  of  the  Reclamation  Act,  and  for  a  few 
brief  years  it  appeared , that  the  bubble  might  burst  In  1964  Interior  Secre- 
tary Stewart  Tidal  1  declared  that  Wilbur's  letter  was  a  mistake,  and  that  the 
Interior  I>epartment  would  enforce  the  160-aere  limitation  In  the  Imperial 
Valley.  The  large  landowners  were  summoned.  Political  pressures  were  brought, 
but  to  HO  avail  at  the  time.  So  the  Imperial  Irrigation  Plstrict  stalled j  It  refused 
to  require  growjprn  to'  sell  their  (?xcess  land.  The  Interior  Department  could  have 
cutoff  the  distrlct*s  spigot;  It  chose  Instead  to  seek  court  order  compel- 
Ung  the  district  to  apply  the  law.  The  case  dragged  on  for  years.  Last  Jantiary 
a  Xlxon-appolnted  federal  district  judge  In  San  Diego  nded  in  favor  of  the 
large  landowners;,  he  upheld  Wilbur's  letter  ami  rejected  TTdall's  reversal.  At 
that  point  the  issue  became  political :  would  the  Nixon  Admin istrati(m  appeal 
the  district  judge's  decilslon— ^a  decision  involving  a  vital  principle  of  agrarian 
democracy,  millions  of  the  taxpayers'  dollars,  and  the  important  qii!i?Htlon  of 
whether  executive  department  heads  can  blithely  evade  ccmgrCssional'  policy? 
Or  would  th(»  Administration,  as  the  large  landowners  urged,  allow  the  lower 
court  decision  to  stand  unchallenged? 

Politically  the  land(AvnerH  now  had  some  powerfully  placed  friends:  Governor 
Ronald  Keagan,  who. strongly  opposes  acreage  limit  enforcement;  Democratic 
Senator  John  V.  Tunney,  who  supi)orted  the  landois\'ners'  interest  when  he  was 
a  congrenaman  from  the  Imperial  Valley  and  continues  to  do  so  as  a  senator ;  Rep. 
Victor  Veyney,  the  Republican  who  succeeded  Tuuuey  In  t^  House ;  and  not  least 
of  nil,  Richard  M.  Xlxcm.  who  assured  Imperial  Valle^rowers  in  1940  when 
he  ran  for  the  Senate  against  Helen  Oahngan  Douglas  that  he  would  figlU  against 
acreage  llmitathm.        ,  • 

Arrayed  ngalunt  this  C(mf:it(»llall(m  of  power,  the  small  farmers  and  landless 
re^^idents  of  the  ImiH^rial  Valley  not  to  mention  the  hardpressed  federal  tax- 
I»ay(»rn  didn't  have  much  of  a  chance.  The  ('alifomla  AFD CIO.  the  National 
Farmers  t'nlon  an^l  a  few  other  organizathmu  urged  appeal  of  the  district  court 
dcclaloi^  but  theKC  are  not  the  voices  Nixon  listens  to.  When  It  became  apparent 
that  the  Administration  would  permit  the  lower  court  judgment  to  stand,  123 
landless  pei'sonn  In  the  Valley,  mostly  Mexican-American  farmworkers,  sought 
to  carry  (m  the  appeaT  themselves.  The  same  judge  who  originally  ruled  In 
favor  of  the  landowners  turned  them  down  jon  the  grounds  that  because  they 
were  too  poor  to  own  land,  thejsglmd  no  Interest  In  .the  case.  Finally,  the  60'day 
period  for  filing  an  appeal  expired.  ^ 

Who  In  the  Administration  made  the  decision  to  preserve  the  Imperial  Valley 
bubble,  and  wMiy?  Interior  Department  Solicitor  Mitchell  Mellch  says  his  depart- 
ment- with  the  ai>proval  of  Secretary  Rogers  Morton— recommended  that  no 
aiipeal  be  taken  because  "we  agree  with  the  Wilbur  letter."  Anyway,  the  Wilbur 
letter  had  Heen  nanctifled  by  30  years  of  administrative  practice;  It  was  unfair 
for  TTdall  to  change  the  ground  .rules  so  lafe  In  the  game,  even  If  the  ground 
rules  were  Illegal  (which  Melleh  Insisted  they  were  not)*  Over  In  the  Justice 
Department,  which  apparently  made  tlie  final  decision  not  to  appeal,  officials  have 
been  more  evasive.  Solicitor  (Jeneral  Erwin  Orlswold  took  responslblllts  for  the 
decision,  but  refused  to  talk  to  the  press  alwut  it.  Other  Justice  Department  law- 
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yera  Involved  in  the  case  also  refused  to  talk;  they  referred  all  Inauiriea  toV 
PUDiic  information  spokesman,  who  of  course  had  nothing  to  say. 

The  Administration's  action— or  rather  conscious  inltction— means  that  mib- 
sJOized  water,  subsidized  labor  and  subsidized  crops  in  the  Imperial  Valley  will 
continue  to  be  monopoiizoa  by  a  few  wealthy  landowners.  Moreover,  the  market 
value  of  their-'land  will  rise  now  that  thethreat  of  acreage  limitation  has  b<?en 
iifted.  and  small  farmers,  who  have  a  hard' enough  time  Ikeeping  up  with  the 
leviathans,  will  be  squeezed  even  ipore.  Had  the  growers  been  required  to 
sell  their  land  in  excess  of  160  acres  at  prewater  prices,  the  appreciation  brought 
about  by.federal  expenditures  might  have  accrued  to  some  of  th  less  affluent  res- 
idents of  the  Valley,  and  to  the  public  itself,  ^ 
x-?i*^®°nl*"S^**^J^  ^^^^^  million-dollar  ripples  outsiffe  the  Imperial 

Ar  alley.  The  Saw  Diefjo  decision  M^ainst  the  160-acre  limitation  now  stands  as  a 
legal  precedent;  growers  and  spefulators  in  othbr  reclamation  areirs  will  use  it 
CO  protect  what  they're  already  accimiulated  and  to  get  their  hafads  on  larger  hold- 
1 A^^'  ^^"^  l^"^,  ^'^^  Company,  for  example,  which  holds 

10,(K)0  acres  in  the  Imperiar  Valley,  owns  130  square  miles  In  Orange  County,  an 
area  that  also  relies  on  imported  C6lorado  river  water.  Enforcement  of  the  160- 
acre  limitation  or  the  residency  requirement  would  instantly  wipe  out  the  specu- 
*  ly^iFi**"'!  Company,  th^  Southern  Pacific  Railroad,  Standard  Oil 

of  Culifomia,  lenneco  and  dozens  of  ojher  giant^landholders  in  the  West  The  ' 
Justice  Department  says  that  its  decision  not  to  pursue  the  Imperial  Valley  appeal 
has  no  bearing  on  these  other  vast  holdings.  Clearly,  though,  it  does.  It  means  that 
/I.^"^ri  enormous  land  profiteers  need  worry  as  long  as  Uichard.Nlxon  is  in 

the  White  Hous6. 

•  Pbteb  Barnes. 
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Department  of  Jubticb 

Solicitor  General  Erwin  N,  Griswold  announced  t^ay  tha.t  the  Department  of 
JiLstice  will  not  app<ml  a  U.S.  District  Court  decision  holding  that  land  limita- 
TmLH!.\'  V  n  I .  ^w^^ii'^^^V.^n  jaw  do  not  qpply  to  privately  owned  lands  in  the 
Imperial  \  alley  irrigation  district  of  southern  California, 

,Tudge  Howard  R.  Turrentirfo  of  San  Diego  issued  thS  ruling  on  January  5, 1971, 
in  J^^ie  Justice  Deartmcnt's  1067  suit  against  the  Imperial  Irrigation  District, 
vin  h\1i?n\^^^^^^^  for  appealing  the  decision  to  the  U.S^  Court  of  Appeals  for  the 
Mnth  C  ircuit  was  tomorrftw.  Tlje  Department  of  the  Interior  has  recommended 
against  an  appeal. 

In  making  his  determination.  Solicitor  General  Griswold  stressed  that  his  de- 
cision rclat(»(l  only  to  the  situation  in  t^e  Imperial  Valley, 

V  "The  decision  does  not  in  any  way  affect  the  Government's  position  with  respect 
to  reclamation  projects  in  other  areas  where  different  facts  are  involved,"  he  said 
At  the  request  of  the  Interior  Department,  the  Justice  Department  had  filed  the 
civil  suit  seeking  a  declaratory  Judgment  that  tlio  IGO-acre  limitation  applied  to 
private  land  holdings  Jn  the  Imperial  Irrigation  District,  - 


Officb  of  tub  Solicitor  General, 
Mr«.  STEPHE=v  r.  Stover,  Wamn.ton.  B.C.,  June  1.  197J. ' 

.Ua  Ilk  at  tan,  Kaii.^. 

Dear  Mrs.  Stover:  Your  letter  of  May  28  has  reached  me  this  morning.  Until 
It  came,  I  haji  not  seen  the  article  in  the  New  nepublic.  Yo  uare  the  first  one  who. 

Ponn^T^in.  >Jn  'S^iJJ.^""^";  ^  ^^^^^  ^  coi»y  of  tlie  issue  of  the  New 

Republic  for  May8,  191,  and  have  read  the.artirle  with  interest. 

AS  so  ()ften  happens  in  these  matters,  it  is  a  one  sided  presentation  of  a  rather 
con  plicatod  situation.  You  would  not  know  from  the  article,  for  example,  that  the 
project  for  Uie  irrigation  of  the  Imperial  Valley  was  started  about  1900  and 
was  virtually  (X)mpleted  by  1020,  without  any  participation  by, the  federal  gov" 
ernment  It  was  an  expensive  project,  and  it  was  natural  that  ^h ere"  l^rge 
lanu  iioidinKS  there,  . 

tvao'llrm/JiTf  '^"P''^,  7?"  'lPV*<oped,  the  water  from  the  Colorado  Klver 

was  hroiiBht  In  by  a  canal  wliieh  ran  for  a  number  of  miles  tlirouRh  Mexico.  This 
"'PfoMPnis-  About  1030,  In  conneetlon  with  the  development  of 
Boulder  Dam.  a  new  All-Amerlcan  Canal  was  built.  This  was  entirely  in  the 
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Unltea  atatos,  rtna  was  undoubteQly  an  aavantage  for^the  Valley.  However,  the 
All-Amerloan  Canal  did  ndt  result  in  the  declanmtion  of  a  single  me  of  4e*ert 
land.  After  the  All-Ameriean  Canal  was  completed,  there  was  no  more  lUnd  in 
cultivation  i<i  the  Imperial  VUlley  than  there  had  bken  for  many  years  before. 

It  is  true  that  there  i&  a  provision-in  the  reclamation  laws  wjiloh  provides 
thafc  when  land  Is  reclaimed  through  tt  federal  project,  fand  holdings  cannot 

.exceed  IGO  acres.  However,  as 7  have  Indfcated,  no  land  was  reclaimed  by  tber 
construction  of  the  All-Aniericau  Canal.  It  is,  thus,  a  real  question  as  to  whether 
the  acreage  limitation  provisions  of  reclamation  laws  Is  applicable  to  the  Im- 
perial Valley.  .  '  .  «  ^  -  t  * 
This  question  was  considered  and  determined  by  the  Secretary  of  the^ln*. 
terlor.  I/yman  Wilbur  (i)revl()usly  President  of  Stanford  University)  in 
now  more  tlwn  liil  y^ars  ago.  That  determination  was  acted  on,  and  relied  on. 

'for  many  years,  and  no  qucKtion'was  seriously  raised  about  |t  until  about  30 
years  after  Secretary  Wilbur's  de(»lslou.         ^  ^     ^.t.  ^ 

Recently,  tlie  issue  was  S!lbmltte(l  to  a  court,  and  the  court  decided  that  thf} 
acreage  limitation  does  not  apply  to  Imperial  Valley.  It  then  becamejoa^ 
rcsiwnslbility  to  determine  whether  an  appeal  should  be  taken  from  thap.  de- 
cision. I  considered  .the  matter  carefully,  anjj  thorouglily,  Ornd  over  a  consider- 
able period  of  time.  As  a  result  of  my  consideration,  I. became  convinced- that  . 
(a)  we  should  not  with  the  case  in  court  of  appeais  and  (b)  we  should  not 
win  It.  In  this  sltuathm/  I  came,  to  the  conclusion  tiiat  it  was  my  (rufy  fjis  a  re- 
sponsible officer  of  tlie  government  not  to  authorize  an  appeal. 

In  making  that  decision.  I  Issued  a  statement  saying  that  m,Y  determina- 
tion was  applicable  to  the  Imperial  Valley  only,  as  that  was  the  K)nly  place 
that  had  this  kind  of  a  history.  The  statement  by  Peter  Barnes  In  tills  article  to 
the  contrary  i«  entirely  without  foundation.  As  I'have  Indicated  my  <letermlna-  k 
tion  with  respect  to  the  Imperial  Valley  (and  Stoetary  \?llbur*s  acfermlnatlon 
38  years  ago)  waa  l)af;ed  on  the  fact  that  the  Imiwrial  Valley  was  fully  de- 
veloped well  before  any  federal  money  was  spent  fo  b«ll<l  the  AlPA-merlcan 
Canal.  The  federal  goverhmeht  did  not  reclaim  any  land  In  the  Imperial  Valley. 
Thus,  the  determination  wltli*  respect  to  the  Imperial  Valley  has  no  application 
to  <»ther  projects  where  there  was  only  reclamation  of  land  as  a  result  of  the 

.  'Ijroject, 

Very  truly  youra 

'      EftwiN  N.  Grxswold, 

SoUoitor  General, 


i  SEPTBiinER  1,  livri. 

Hon.  Ebwiw  N.  GRifi%v'OLD.  ^"^N  • 

i^oticitor  Ocnrrnl  of  the  UviiH  t^tatcs,  r/.K.  Dcpartmnitiof  JmUcc, 
Wa,^7iinffton,  D.C.  . 

DfJAn  Gknkuai,  OnrswoLD:  Someone  .sent  me  a  copy  oY  a  letter  that  went 
out  under  your  signature,  (tated  June  1.  1071.  to  Mrs.  Stephen  Xj.  Stovd^  of 
Manhattan.  ICnn^ias.  That  letter  inquired  almut  the  position  #of  the  Justice 
Department  in  the  excess  land  case  involving  the  Imperial  Valley  in  California. 

Xn  one  who  has  written  almut  the  Reclamation  I>aw.  I  was  mirprised  to  see 
In  your  letter  the  following:  *  ^, 

.  .  fliere  is  a  provision  in  the  reclamation  laws  whieh  provide  tlrnt  wheu 
land  is  reclaimed  through  a  federal  project,  land  holdings  cannot  exceed  100 
acres  .  V  .  n()  land  was  reelalmed  by  the  construction. of  the  All -American  Canal." 

Occasionally  one  recalls  the  warnings  he  recelvwl  In  law  school,  fwnong  them 
the  danger  In  paraphrasing  statutory  Inngirage.  My  recollection  Is  that  tbe  ex- 
cels land  provision  of  the  Ueclamation  Law.  43  U.S.C.  Section  431,  sayft :  j\ 

Xo  right  to  the  use  of  water  for  land  in  private  ^ownership  shall  be  mid 
for  a  tract  exceeding  100  acres  to  any  one  land  owner. 

I  recall  no  general  provision  In  the  law  that  limits  the  exeess  land  law 
to  land  "reclaimed  through  a  fwleral  project;"  and  if  you  examine  the  legislative 
liistory  of  the  statute,  yoii  will  nvall  timt  Representative  Xewlands,  tbe 
f,7K)nsor  of  the  Act.  took  no  -such  view.  30  (V>ng.  Rec.  0734  (1002).  Of  course  ' 
a  great  many  reclamation  projects  involve  the  supply  of  <nipplementary  water 
to  Land  already  in  cultivation.  To  the  l>est  of  my  knowledge  It  has  never  been 
thought  that  this  fact  exempted  the  project  from  the  provision  of  the  exci'ss 
land  law. 
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V<>ry  truly  yours,     %  »  ' 

^  '    „  *      Joseph  L.  ^ax 

•  *  •  Professor  of  Late, 

.STATEMENTS  PN;INTB001JCIU)BII^^  .  . 

•  '  *^(l>2a  Congrej^s,  Ist  sosalbn)  ^  ; 

H  ^tf  W»it)ir,  mid  Mr.  Haw)  : 

bill  to  prtvldo  for  the  croaflon  of  an  Authoritv  t^^lK*  known  fTit  niA 

THI  BECLAUATIOJT  lANDS  ADTndWTY  ACT 

iJ^"''  PrwIocpSsorsin  Congress,  recognizing  that  Irrigation  ls  o9BPnH«l  tn  Am«r. 
&  pfS  h^s'wSl';' 1^  iV'}^  InvSenUnTr^SllLn'^vTen 

3KTn  tL\w  '"""»y  transform  desert 

wusHianus  m  HIP  vientt  Into  tlu-  richest  agr  cultural  areas  In  the  worliWwnniii 
accrue  to  small  homesteaders  rather  thaj,  land  sitwulatm  Sr  moSLk^  a^^^ 
Rectamatlou  Act  stated  thtttjandholders  could  reS 
luJ^T^^^  100  acres  or  less,  «r  320  neres  In  the  cl^^so  o^a and 
Xm^Vi'Z  «r  ?V;  '".rf  '""'J-  I"  1020.  Congress  StrSttuS^ 

thC  1002  act  by  providing  that  any  federally  Irrigated  holdlnKs  In  extV^S  oMhi 
lOOracrc  limitation  liad  to  be  sold  wltliln  10  years  at  prelSt^n  nrleo^ 

Critics  of  the  aercago  limitation  provlslon^oth  to  loRd  tK  toilst  that " 
liugo  farms  arft  neit'ssary  for  their  efflclency/^Tliat  Is  a  mvth  V^n.  c^nt^<^i»m^^^ 

■  nr^m  YJ^!  One  hundred  and  sixty  acres  of  prime  Irrigated  farmland. 

K^^^rS^^lU^^^^  they  mus?h^  Sa^^a 

DoloKatoi?  to  the  Irrigation  <*ongros8  In  tho  IBOO's.  wblcli  Rou/rtit  to  enlist  fho 

CongrPRsman  Oscar  W.  Fnderwflod  of  Alabama,  who  was  Ingtrumental  In  Uie 
-S"?.**  "/^""^  .Kw^amit'?"  Act  sounded  this  same  theme  vrtien  he  Stod  to  the 
nLl^;;!?  ""a*'  ?'"\  "T  »'<'8in""'K     urbanlaitlon.  lu  a  stateiLntlupport  S  • 

'nio  farm  Imys  In  the  Em  want  farms  of  tlioli*  own.  It  (tlio  Reclamation  Act)  " 
1hrnii^.'Sl^        whoro  thoyran  Ko  and  build  homos  without  M 

ri^  .n    ovorctowdod  cities  to  Book  employment  «  *  ^ " 

It  will  provide  a  place  for  the  mechanic*  and  wagcreamor  to  go  when  the  battle 
iZ^''^'  WV)m)mes  too  strenuous  in  the  ovWwd^ ™lons  or^^^^^^ 
hast.  ...  If  this  iMilIcy  is  not  undertaken  now.  this  great  Western  desert  will 
ultimately  ho  acaulrc^t  by  individuals  and  great  corporations. " 
1  i  ^fV^^f  «*^^  passage  of  this  idU  is' in  the  Interest  of  the  man  who  cams  his 
H"^  i^^f  ^''h  ^  ^  Plac^^  Vhere  he  can  go  and  l^  free  and 

lmlep<»ndent ;  It  gives  hini  an  <n>PortunIty  to  he  an  owner  of  the  soil  and  to^bulld 
a  home.  These  are  the  class  of  men  we  niust  rely  on  for  the  safety  of  the  nation. 
In  t  mcs  of  peace  they  pay  the  taxes  and  maintain  the  Government  ;4n  times  of 

"ili  «Jf  t^^y  the 'bulwark  of  the  nation,  and  it  in  justice  to  them  that  ^ 
this  legislation  be  enacted  into  law. 


and  insisted  upon  its  lOO-acre  provision^  said : 

We  Ixave  a  rlflxt  to.  dispose  of  ►the  land^with  a  proviso  as  to  the  use.  of  the  water 
running  over  it/  designed  to  secure  that  use  for  the  people  as  a  whole  and  to 
prevent  it  from  ever  being  absorbed  by  a  small  monopoly. 

Mr.  President,  those  men  were  fighting  to  carry  out  the  Jeffersonian  vision  of 
agrarian  democracy.  They  wanted  to  see  an  America  peopled  by  prosperous  and 
independent  men,  free  of  the  control  of  the  baronial  landed  classes,^ 

Today,  nearly  two  centuries  after  Jefferson  and  70  years  after,  the  i>assage  of 
the  Federal  Reclamation  Act,  agrarian  democracy  exists  only  as  a  myth.  America's 
land,  once  publicly  owned,  and  the  federally  financed  water  used  to  irrigate 
much  of  it,  are  illegally  in  the  control  of  large  land  interests. 

Not  surprisingly,  Mr.  President,  the.  large  land  interests  in  tb^s  country  have 
always  opposed  the  Reclamation , Act's  antimonopoly  provisions. /The  railroads, 
land  speculators, 'and  giant  agribusinesses  have  emjp'loyed  various  strategies"  to 
get  around  the  160-acre  limitation.  What  is  surprising  is- the  Federal  Government's 
acquiescence  in  what  amomtts  to  a  giant  land  steal  and  a  raid  on  the  public 
treasury.  »  ,  ' 

Federal  reclamajfcion  has  delivered  water  to  S'- million  acres  with  an  annual 
crop  value.of  $1,7  billipn.  Congress  has  appropriated -or  authorized  spending  $10 
billion  on  reclamation  projects.  The  amount  of  the  subsidy  to  "Western  land- 
owners for  irrigation' has  been  estimated  to  range  from  $600  to  $2,000  per  acre. 

This  money,  supplied  by  the  average  taxpayer,  is  buying  water  for  hundreds 
of  thousands  of  acres  of  land  owned  by  giant  corporations  while  independent 
family  farmers  have  not  been  able  to  get  access  to  irrigated  land.  California — 
the"  home  of  the  giant  agribusinesses-provides  a  typical  example  ot  whfer^  the 
taxpayer's  money  is  being  spent^  California's  Imi)erial  Valle;^  produces  about 
$250  million  annually  'of  cotton,  sugar  beets,,  lettuce,  alfalfa,  and  other  crops. 
What  makes  the  Imperial  Valley  so  fertile  and  productive  is  water  brought  from 
the  Colorado  RiYer  by  a  network  of  dams  and  canals  biiilt  by  the  IMeral 
Govemihent  at  a  cost  of  over  $200>mniion,  '  ' 

Because  of  the  Government's  outrageous  record  of  nonenf pr cement.  0*  the 
Reclamation  Act,  more  than  h^lf  of  the  irrigated  acreage  in-^the  lirtperial, Valley^ 
ia  held  by  owners  of  more  than  160  acres,  and  twfr-tfiitds  pf  it  l>y.ifhsentees. 
Agribusiness  grants  such  as  Purex,  Upited  Fruit.  a.nd  the  Irvine  liand  Co,,  wihich 
owns  10,000  acrfes  in  the  valley,  are  'reapjin^  huge  profits  because  of  the  water 
subsidy,  PederaJly  subsidized  water  is  also  being  d^ivered  to  lands  in  California 
owned  by  Tehneco  Getty  Oil,  Standard  Oil  of  California,  and  the  Southern  Pacific 
Railroad. 

The  record  elsewhere  is  no  better.  In  the  Pacific  Northwest,  federally  dammed 
"water  from  the  Columbia  River  will  soon  fiow  to  the  vast  lands  held  ba5|j,Boeing 
Aircraft,  Burlington  Northern,  Utah  and  Idaho  Sugar,  and  Amfac  of  Hawaii, 

Increasingly,  the  giant  agribusinesses  are  taking  control  of  American  agri- 
culture, and  they  leavg  no  room  on  the  land  for  the  independent,  -family  farmers 
who  have  been  disappearing  from  rural  America  at  the  rate  of  800,000  a  year. 

I  do  not  think  the  Congress  of  the  United  States  eyer  intended  to  subsidize 
Boeing  Aircraft  or  Standard  Oil^  their  farming  ventures,  I  certainly  hope  not 

Mr.  President,  it  is  time  to  )put  and  end  to  this  outrage.  At  a  time  jvhen  70 
percent  of  our  people  are  packed  onto* less  than  2  petfeent  of  the  land,  irhen  our 
cities  are  on  thfe  verge  of  fcoliapse  because  of  the  overcrowding,  unemployment 
and  w^elfare,  it  is  essential  that  we  give  people  a  chance  to  make  a  living  in  rural 
America,  But  Ataerica  has.  no  national  rural  policy  f or^people.  Instead,  we  have 
allowed  vested  economic  interesta^  guided  by  nothing  nobler  than  groups,  to 
determine  the  fuhir^  shape  of  this  Nation.  , 

The-bill  I  am  intrbducing  today,  the  Reclamation  tiands  Authority  Act,  could 
be  the  beginning  of  a  national  rural  policy.  The  emphasis  of  that  policy  is  to 
serve  people  and  the  public  interest,  not  a  few  large  corporations. 

The  bill,  which  has  been  Introduced  in  the  Houso  of  Representatives  by  several 
California  Congressmen,  requii:fs  the.  Federal  Government  to  buy  "excess"  land 
at  a  preproject  market  price  and  to  lea^e  or  sell  it  at  a  postproject  market  price. 
This  mechanism  is  greatly  preferable  to  a  simple  enforcement  of  the  1902  law. 
For'  in  that  case  those  purchasing  the  land  at/the  preirrigatiou  prices  called 
for  in  the  law  could  ^receive  the  enormous  windfall  now  in  the  hands  of  the  giant 
'  corporations,  *  , 

The  American  taxpayer  has  built  and  paid  for  the  irrigation  system  that  has 
made  our  land  in  the  West  so  valuable.  Therefore,  ne  sh<^uld  reap  at  least  part  of 
the  gains,  .  jj^ 
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The  profits  from  the  sale,  lease,  or  use  of  these  lands  are  to  he  placed  in  an 
education,  conservation,  and  ecnomic  opportunity  fund.  Seventy  percent  of  the 
revenues  from  the  fund  are  to  be  ear5[iarked  as  grants  for  public  education, 
following  our  ^historic  heritage  of  financing  education  with  land  grants.  Ten  per- 
cent of  the  funds  will  go  into  the  already  existing  land  and  water  conservation 
fund.  The  remaining  20  percent  of  the  fund  shall  be  made  available  upon  specific 
appropriation  by  Congress  for  the  development  of  pubUc  facilities  serving  project 
^'nreas,  for  promoting  economic  opportuaiities  of  veterans  and  persons  living  in 
substandard  conditions  and  for  such  environmental  and  ecological  benefits  as 
Congress  may  authorize.  , 

To  administer  this  program,  the  bill  creates  a  Reclamation  Lands  Authority 

V  as  an  independent  agency  under  a  board  of  three  members,  appointed  by  and 
responsible  to  the  President. 

The  Authority  is  empowered  to  determine  the  uses  for  which  purchased 
excess  lands  may  be  sold,  leased  or  made  avaDable  for  public  iwrposes,  ahd 
is  charged  with  attaching  such  conditions  to  any  use  of  the  land  "as  will  preserve 
open  spaces  and  agricultural  greenbelts  and  into  her  respects  preserve  an  en- 
vironment of  beauty,  health  and  attractive  quality  for  now  and  for  the  future." 

The  Authority  is  also  charged  with  encouraging  "effective  regional,  State* and 
local  planning  of  land  usage  and  environmental  adjustment  in  the  areas  where 
excess  lands  are  located."  S 

Mr.  President,  the  Reclamation  Lands  Act  provides  fche^phance  for  us  to  rekindle 
the  spirit  that  made  America  the  land  of.  opportunity.  This  bill  would  give  the 
independent  family  farmer,  ^the'  veteran,  and  the  economically  disadvantaged 
from  both  our  cities  and  rural  areas  a  chance  to  start  all  over  again.  It  would 
enable  us  to  finance  public  education-— the  strength  1)f  any  free  society— with 
funds  created  by  public  water  and  land  development  Aiid  it  would  mark  the  day 
when  Americans  realize  that  our  limited  land  and  J?figr  resources  cannot  be  left 
in  the  hands  of  big  business,  I  ' '    '  •    .  ^ 

I  would  hope  that  each  of  my  colleagues  will  give!  this  proposal  the  serious 
consideration  it  merits,  and  I  welcome  their  co^onsotship  of  it.  Furthermore,  I 
would  hope  that  the  Interior  Committee  will  be  able  t6  hold  hearings  on  this  pro- 
posal in  the  near  future.  ^  I 

Mr:  President,  I  ask  unanimous  consent' that  at  this  point  the  text  of  the  bill 
be  printed  in  the  Eecord. 

There  being  no  objection,  the  bill  was  ordered  to  be  printed  in  the  Recobd.  as 
follows :  ' 

S.  2863  *  . 

A  BILL  to  provide  for  the  creation  of  an  Authority  to  be  known  as  the  Recla- 
mation Lands  Authority  to  carry  out  the  congressional  intent  respecting  tlie 
excess  lands  provisions  of  the  Federal  Reclamation  Act  of  June  it,  1902  ^ 
5e  it  enacted  hp  the  Senate  and  Souse  of  Representatives  of  the  United  States 
of  America  in  Congress  assemhled,  That  this  Act  may  he  cited  as  "The  Reclama- 
tion Lands  Authority  Act".  \  ' 

STATEMENT  OP  PUBPOSB  \ 

Sec.  2.  (a)  The  Congress  declares  that  it  shall  be  the  purpose  of  this  Act  to 
reaffirm  the  historic  purpose  of  the  Federal  Reclamation  Act,  especiaUy  as  it 

V  applies  to  the  development  and  use  of  excess  lands,  and  to  make  that  intent  and 
\  pu^ose  operative  in  the  national  interest  and  the  direct  benefit  «>f  its  citizens. 

(b\  The  Congress  further  declares  that  it  shall  be  the  purpose  of  this  Act  to 
makj  such  disposal  and  uses  of  these  excess  lands  as  will  improve  the  environ, 
ment  of  the  Nation  through  the  use  of  these  natural  resources  to  provide  resident 
ovimership  and  operation  of  f amily^sized  farms,  to  open  new  opportunities  for 
to  create  open  spaces,  protect  the  natural  beauty  and  quality  of 
the  habitat  of  all  living,  things  within  Federal  reclamation  project  areas,  and  to 
provide  by  the  application  of  the  net  revenues  from  the  sale  or  lease  of  said 
excess  irrigated  or  irrigable  lands  to  the  demonstrated  needs  of  pubUc  education 
and  community  development,  and  for  other  purposes  consistent  with  the  historic 
purpose  of  the  Federal  reclamation  law. 

S£C.  3.  To  effect  these  expressed  purposes  and  others  which  may  become  impera- 
tive as  the  Nation  faces  its  responsibilities  and  opportunities  to  create  a  healthful 
environment  consistent  with  the  ecological  needs  of  the- land  entrusted  to  our 
care,  there  is  hereby  created  by  a  body  corporate  to  administer  the  excess  lands 
resulting  from  the  enforcement  of  the  provisions  of  the  Federal  Reclamation  Act 
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of  June  17, 1902  (32  Stat.  380)  as  amended  and  supplemented,  to  be  designated  as 
the  Reclamation  liands  Authority  (hereinafter- referred  to  as  the  "Autliority"). 

Sec.  4.  To  administer  the  purposes  expressed  in  this  Act  a^id  enforce  the  laws 
pertaining  to  excess  land  as  prescribed,  in  the  Federal  Reclamation  Act  of 
June  17,  1902  (32  Stat..333),  as  amended  and  supplemented,  the  Authority  shall 
be  an  independent  agency  respgnsible  to  t>e  President,  and  subject  to  all  laws 
pertaining  to  accountability  and  report.  It  'shall  be  directed  and  its  activities 
managed  by  a  Board  of  three  members,  appointed  by  the  President  by  and  with 
the  consent  of  the  United  States  Senate.  Their  terms  shall  be  staggered,  in  such 
a  manner  as  to  provide  an  eight>year  term  for  the  desif^nated  Chairman,  a  five- 
year  term  for  one  member,  and  a  three-year  term  for  the  other  member.  They  may 
be  reappointed.  Their  salaries  shall  be  fixed  by  the  President  in  keeping  with  We 
accepted  schedule  of  remuneration  for  heads  of  important  Government  agencies 
"  The  Board  shall  organize  itself  and  its  operations,  shall  select  its  officials,  agents, 
and  employees  in  keeping  with  Civil  Service  standards  and  practices  and  said 
employees  shall  be  included  in  the  Federal  roster  to  share  in  all  legal  benefits  of 
Federal  Government  employment  and  to  be  subject  to  such  requirements  as  to 
ability  and  conduct  as  are  thereby  prescribed. 

Sec.  5.  The  pripcipal  place  of  business  of  the  Authority  shall  be  located  at  a 
place  of  accessibili^  within  the  region  of  excess  lands  which  it  administers. 

Sec.  6.  Immediately  upon  the  passage  of  this  Act  iiito  law,  the  Authority  shall 
be  provided  by  the  l^epartment  of  the  Interior  a  listing  of  all  irrigated  and 
irrigable  lands  administered  under  reclamation  laws,  denoting  specific  com- 
pliances and  failure  to  comply,  declaring  noncompliance  as  excess  lands  to  which 
all  titles,  claims,  access,  entry,  and  contarol  shall  transfe^o  the  Authority 
forthwith,  to  be  sold,  leased,  or  managed  according  to  thenletermination  and 
within  the  purpose  of  the  Act.  Such  a  listing  and  transfer  of  lands  subject  to 
reclamation  law  shall  be  provided  tb*»  Authority  at  six-month  intervals. 

Seo.  7,  The  fioaixl  of  Directors  of  the  Authority  shall  have  power  and  it  is 
hereby  conferred  upon  it,  to  adopt  and  enforce  all  the  necessary  bylaws,  orders. 
^  rules  and  regulations  required  to  effectuate  the  will  of  Congress  as  expressed  in 
this  Act 

Sec.  8.  The  Authority  shall  have  such  powers  as  are  conferred  on  Government 
corjwrations  generally,  and  specifically  shall  have  the  power  of  eminent  domain. 
Except  as  otherwise  specifically  provided  in  this^Act,  the  Authority— 

(a )  shall  have  succession  to  its  corporate  name  C 

(b)  may  sue  and  be  sued  in  its  corporate  name ; . 

(c)  may  adopt  and  use  a  corporate  seal,  wljich  shall  be  judicially  noticed: 

(d)  may  make  contracts  and  enter  into  agreements  as  herein  authorized  : 

(e)  may  adopt,  amend,  and  repeal  bylaws  or  provisions  there<^;  and 

(f)  may  purchase,  lease,  or  accept,  hold  and  use  sucli  real  and  personal  prop- 
erty as  it  deems  necessary  or  convenient  in  the  transaction  of  its  duly  authorized 
business,  and  may  dispose  of  any  property,  real  or  personal,  to  which  it^has 
title  according  to  its  authority  under  this  Act 

Sec.  9.  In  the  development  of  its  purpose  and  the  exercise  of  its  duties,  the 
Board  of  Directors  shall  select  a  treasurer  and  as  many  assistant  treasurers  as 
it  deems  proper.  Board  members  and  treasurers  shall  be  bonded,  giving  such 
bonds  for  the  safekeeping  of  the  securities  and  moneys  entrusted  as  are  required  - 
by  law,  and  in  the  case  of  sulv>rdinate  ofiicials  as  the  Board  shall  determine. 

'  Sec.  10.  Any  member  of  the  Board  may  be  removed  from  oflice  at  any  time 
by  the  passage  of  a  concurrent  resolution  of  the  Senate  and  House  of  Repre- 
Kentatives,  said  concurrent  resolution  stating  in  sjpecific  terms  the  reason  for  such 
action. 

Sec.  11.  The  pcnvers  of  eminent  domain  residing  in  the  Board  by  this  Act  shall 
extend  to  the  purchase  of  any  real  estate  or  acquisition  of  real  estate  by  con- 
demnation proceedings,  the  title  to  such  real  estate  being  taken  in  the  name  of 
the  United  States  of  America,  and  thereon  all  such  real  estate  shall  be  entrusted 
to  the  Authority  as  the  agent  of  the  United  States  to  accomplish  the  purposes 
of  this  Act 

Sec.  12.  There  is  hereby  conferred  upon  the  Authority  all  of  the  powers  now 
residing  in  the  Secretary  of  the  Interior  to  enforce  all  the  provisions  of  section  5 
of  >the  Federal  Reclamation  Act  of  Tune  17, 1902,  section  40  of  the  Act  of  May  25, 
1926,  and  all  Acts  amendatory  and  supplementary  thereto  as  these  apply  to  the 
limitation  of  size  of  farms  to  be  served  by  and  under  provisions  of  Federal  rec- 
lamation projects. 
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Sec.  13,  The  Authority  i&  hereby  authorized  and  directed  to  acquire  by  pur- 
iTil^  j^T"^  proceedings,  or  otherwise,  till  excess  lands  in  projects 

da^ni   A^/^^r"^  preproject  prices  as  defined  in  section 

46  of  the  Act  of  May  2o,  1026,  and  to  deposit  the  proceeds  from  the  sale  or  lease 
"LynlfL^^^n^"""^^  ^V^^  Treasury  of  the  United  States  in  a  specially  designed 
mucation.  Conservation  and  Bconomicr  Opportunity  Fund"  which  is  hereby 
crated  to  be  used  exclusively  for  the  purposes  of  this  Act 

Sec.  14.  The  Authority  shall  purchase  all  excess  lands  at  preproject  prices 
^^^^i^^."^*  ^^^^       benefits  of  the  Federal  financing  or  construction.  The 
^S^^^'  »^  such  lands  shall  be  paid  into  the  "Educa- 

tion, Conservation,  and  Economic  Opportunity  Fund,"  and  are  to  be  used  for  th6 
purposes  or  this  Act  and  administered  for  said  purf;ose  by  the  B^rd 
n«  n  ^'i^iii?^  r^^^"^?:  Conservation,  and  Opportunity  Fund  shall  be  operated 
as  a  revolving  fund  for  the  purposes  of  this  Act  Moneys  in  the  fund  enual  to  the 
c^t  of  lands  purchased  by  the  Authority  at  pre-water-project  priced  together 
with  such  moneys  as  Congress  may  appropriate  for  deposit  in  the  fund  for  the 
purchase  and  management  of  excess  lands,  shall  be  available  to  the  Authority 
;n^ni^»     . J'"'"''^?^      i'''?^^^  Ten  percent  of  the  balance  in  the  fund 

S  nMv-^^^f^l'^^^^*'^  transferred  to  the  Land  and  Water  Conservation 
Sfhi^  ^f^^A^f^^^,*"^  Congress  to  be  used  for  xmiposes  consonant 
with  ti^ose  of  this  Act,  and  an  annual  accounting  shall  be  made  to  the  Authority 

nnpf  n  Jho'^^r,? ™^^f     ^^.^  ^^^^  Seventy  percent  of  the  bal- 

?^U  A?f  S.nn","'^  available  for  use  by  designated  agencies  and  purposes  Under 
this  Act  shall  be  made  available  for  the  benefit  of  public  education  and  for  sucn 
r^n^r#  71  or  allocations  as  the  Congress  may  authorize.  Such  funds  shah  ue 
LTnfin^M^^  the  Authority  to  agencies  specified  by  the  Congress.  The  remai^ 
am<)unt  in  the  fund  made  available  for  public  purposes  under  tae 
Act  shall  be  made  available  upon  specific  appropriation  by  the  Congress  for  the 
SZnlHi^^P"^/^'  ^""^^^^^^^  ""^^"^  advancing  economic 

vS^nS^^^?5  l^u^"^^  'l"'^  P^^^*'"^  substandard  conditions,  for  de- 

velopment of  healthful  environments  and  communities  needing  open  spaces,  and 

frbeTaVe?ro^^^^^^^  -  CongresT^ay^ulhorize 

iflnr?m«\%r^i,t"/^''^iJ^  shall  determine  the  uses  for  which  puivhased  excess 
in^h  ^^'^^  available  for  public  purposes,  and  shall  attach 

such  comlitions  at  time  of  sale,  lease,  or  public  use  as  will  preserve  open  spaces 

loLfv  l'^^^^^^^  ""^  }Ji  ^'^'^  environment  of 

n«^^rwLr  i^^^  attractive  quality  for  now  and  for  the  future.  In  determining 
^Lu  ^TV^^^'  P^y*"*  purchased,  the  Authority 

shall  give  due  weight  to  benefits  to  the  revolving  fund  and  the  advancement* 

L  n««^?^^.w  i""*? ^^"^  ci  izens  seeking  such  opportunity  as  ownership,  lease, 
or  iwe  of  Irrigated  or  irrigable  lands  afford.  In  the  pursuit  of  these  purposes,  the 
Authority  Hha  1  encourage  effwtlve  regional,  Sfate.  and  l^al  ^annink^of  land 
usage  and  environmental  adjilstnient  in  the  areas  where  excess  lands  are  located. 

St( .  17.  In  th€»  exercise  of  its  charier  under  this  Act,  the  Authority  is  herewith 
atitliorize<l  to  ohtiMu  lands  excess  to  the  direct  needs  of  other  Federal  agencies  of 
i  .Tin't,?^  wlilcli  may  be  declared  available  where  such  lands  may  become 
f  "V  .^M^""^^  administered  by  this  Authority.  Such  required  lands  shall  be 
treated  in  the  same  manner  as  other  excess  lands  of  the  Authority. 

Sec.  m  The  Authority  may  establish  an  Advisory  (:k)mmlttee  to  which  it  shall 
appoint  citizens  who  neither  ha\>  nor  represent  vested  interest  in  excess  lands 
purchased  or  in  the  water  brought  to  such  lands.  Tlie  Authority  may  service  such 
an  Ad^isory  Committee  and  provide  for  the  expenses  thereof.  Committee  mem- 
bers  shall  serve  without  remuneration,  ^ 

Sec.  10.  There  Is  hereby  authorized  for  appropriation  an  amount  as  may  be 
iiecessarj'  from  the  general  fund  of  the  Treasury  for  deposit  in  the  revolving  fund 
designated  as  the  •'Education.  Conservation  and  Economic  Opuortunity  Pimd" 
of  this  Authority,  for  the  purposes  of  this  Act,  to  be  accounte<l  for  in  the  usual 
manner  and  to  be  subject  to' the  same  accounting  practices  as  other  Government 
agencies.  v  " 

Sec.  20.  There  are  hereby  authorized  to  be  appropriated  for  the  purchase,  lease, " 
and  use  of  excess  lands  such  amounts  out  of  the  PMucation,  a)nservation  and 
r^cononilr  Opp()rturiity  Fund  as  are  available  and  needed  by  the  Authoritv  to 
carry  out  the  intent  and  purposes  of  this  Act. 
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[la  the  TT.S.  District  Coui'tf  or  the  Southern  District  of  Callforjila] 

Ben  Yelien,  et  aiT.,  Versus  Walter  J*  Hickel 

(Partial- summary  judgment  No.  6D-124--Murray) 

Before  the  court  is  a  motion  for  partial  summary  judgment.  The  suit  was  filed 
under  20  U.S.(\A.  1301  to  compel  the  Secretary  of  the  Interior  and  lower  level 
offldals  of  the  Department  of  the  Jnterior  to  enforce  the  residency  requirement  of 
Section  5  of  the  Ucfclamation  Act  of  June  17.  1002,  32  Stat.  339,  43  U.S.C.A.,  Sec- 
tion 431,»  against  lands  located  >vithin  the  Imperial  Irrigation  I>lstrict  in  Cali- 
fornia which  receives  water  from  the  Boulder  Canyon  Project  throiigh  the  All 
American  Canal.  It  is  the  government's  ^'onteution 'that  Section  5  has  b^^^ 
seded  by  Section  -10  of  the  Omnibus  Adjustment  Act  of  May  2o,  1020, 44  htat  WJ, 
43  U.8.C.A.,  Section  423c,°  and  therefore  the  residency  requirement  does  not 
aimly.  For  tlie  following  reasons  this  Court  finds  that  Section  5  is  in  rorce  and 
the  residency  requirement  is' a  prerequisite  to  receiving  water  from  the  Boulder 
Canyon  Project.  - 1    '  V  i  ^  ^ 

The  ruling  on  this  motion  is  a  determination  made  as  a  matter  of  law  and  does 
not  (lepend  upon  any  factual  showing  by  the  moving  party  beyond  the  allega- 
tions In  the  pleadings.  There  was  a  previous  motion  for  summary  judgment  and 
that  motion  was  denied  without  prejudice  and  therefore  there  Is  no  bar  to  the 
present  motion.  Further  the  gbvernment  raises  the  issue  of  standing  In  defense 
of  this  motion,  A  motion  to  dismiss  for  lack  of  standing  th  malntaia  a  suit  was 
denied  at  the,,  same  time  as  the  previous  motion  for  summary  judgment,  thus 
there  is  no  need  to  rule  on  th'at  question  at  this  thne,  , , 

The  Boulder  Canyon  Project  is  authorized  and  governed  by  the  Boulder  Can- 
lyon  Project  Act  of  1928,  45  Stat.  1057,  et  seq.,  43  U.S.O.A.  617  et  seq.  Under 
Sections  12  and  14  of  that  Act  (45  Stat.  lOGO  and  45  Stat  1003)  the  project  Is 
governed  by  the  June  17,  1902  Act  and  "Act  amendatory  the^^eof  and  supplemen- 
tal thereto."  43  T^.S.C.A.,  Sections  G17k,  017m.  Tlie  qiiestion  which  concerns  the 
court  is  whether  Section  40  of  the  Omnibus  Adjustment  Act  has  so  changed  the 
original  1002  Act  as  to  eliminate  the  residency  reqiiirement  contained  therein- 

Tlic  government  argues  that  under  Section  40  of  the  1920  Act  the  Secretary  no 
longer  is  authorized  to  sell  wat«^r  directly  to  landowners  on  projects  built  there- 
after Instead,  Section  40  requires  the  Seci-etary  to  contract  with  Irrigation  dis- 
tricts for  deliverv  of  water  and  repayment  of  the  project  and  these  contracts  are 
required  to  Impose  .certain  conditions  to  which  landowners  must  conform.  Since 
none  of  these  conditions  include  a  residency  requirement  It  is  argued  that  the 
effect  of  Section  40  is  to  eliminate  any  residency  requirement  fromal^  reclamation 
projects  governed  thereby.  Tfhis  argument  proves  to  be  Incorrect  when  viewed  in 
the  light  of  sound  statutory  construction  andthe  background  and  purpose  behind 
both  Section  5  and  Sei»tlon  40.  •  .  „      am  \  „4. 

The  government  points  to  no  specific  provision  of  the  Omnibus  Adjustment  Act 
which  repeals  Section  5  of  the  1902  Act,  Nor  do  they  contend  that  the  10-0  Act 
entlrelv  repedlwl  the  10O2  Act.  It  Is  a  general  rule  of  statutory  construction  , 
that  where  there  are  two  acts  on  the  same  subject,  effect  should  he  given  to  both 
If  possible.  United  l^tatcs  y.  Borden  do.,  303  U.S.  183.  198.  Further,  repeals  by 
implication  are  not  favoreil  and  the  Intention  of  the  legislature  to  repeal^  must 
be  clear- and  manifest.  Even  when  there  is  a  positive  repugnancy  between  the 
provisions  of  the  new  law  and  the  old  law.  then  the  old  law  is  repealed  only  pro. 
tanto  to  the  extent  of  the  repugnancy.  T/.K.  v.  Borden,  supra.  ^ 

Statutorv  construction  of  Section  5  and  Section  40  reveals  no  repugnancy 
whatever  'Section  5  requires  that  there  is  no  right  to  use  water  on  tracts  of 
nnv  one  owner  of  over  100  acres  and  no  water  shall  l>e  sold  to  anyone  not  occupy- 
ing the  land  or  residing  in  the  nelghboriiood.  Section  40  establishes  a*  system 
whereby  the  Secretarv  no  longer  sells  to  Individuals,  but  to  irrigation  districts 
Instead  and  provides  for  a  situation  not  contempla'ted  In  the  original  Act  where 
water  would  be  supplied  through  the  irrigation  district  to  private  ^landowners 
of  more  than  100  acres  in  addition  to  settlers  on  public  lands  opene<l  up  for 
entry  under  the  original  reclamation  law,  Tliere  is  no  Inconsistency  in  applying 
the  requirements  of  Section  5  at  the  same  time  witli  those  of  Section  40,  Tlie 
latter  merely  provides  for  sale  of  excess  lands  over  100  acres  if  the  private  owner 
wants  reclamation  project  water.  Section  5  requires  that  he  be  a  resident  to  get 
water  at  all.  A  liberal  reading  of  both  statutes  then  reveals  no  implied  Intent  on 
the  pdrfc  of  Congress  that  the  earlier  statute  would  be  repealed  by  Section  40. 
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Since  both  can  stond  by  reasonable  construction,  that  construction  m%t  be 
adoptea,  Wilmot  v.  Mudge,  103  U.S.  217, 221  (1881) .  ^ 
Thf  plain  language  of  the  Omnibus  AJlJustmcrit  Act  of  1926  does  no^lt^beal 
Section  5  of  the  1902  Act,  nor  is  any  legislative  intent  to  do  so  exhibited  ijS>the 
Aet  8  bapkgroimd.  The  basic  purpose  of  the  1020  Act  is  expressed  in  43  U.S.G.A,. 
Section ,423f,  41  Stat  C5  (May  25. 10?6>  as  follows : 

"The  puriwse.of  sections  423-423g  of  this  title  is  the  rehabilitation  of  the 
several  reclamation  projects  and  the  insuring  of  their  future  success  by  placing 
fLT.^i^r  operative  and  business  basis,  and  the  Secretary  of  the  In- 

.   ^^J^^    directea  to  administer  said  sections  to  those  ends." 

^^^^J^on  ^Jouse  version  of  the  bill  H.R.  1(^120  prepared  by  the^Com- 
n^2?L°f^  ^y?JP*^^^"  Reclamation  refers  to  the  reclamation  policy  of  the  gov^ 
^^o"*^  adopted  as  a  result  of  the  Act  of  June  7,  1003.  O^he  report 

points  out  that  while  the  law  had  provided  that  the  cost  of  p^Jects  be  returaS 
^  the  reclamation  fund,  settlers  had  been  unrible  to  do  so  in  fill  anrSfore 

"It  is  conflaently  believed  that  withihe  adjustment  authorissed  herein  the  various 

Fh^Sio"^"  il^""^  ^^'"^^  enthusiasm  ™ 

J?«i!,JL       J?*^  enable  them  to  meet  their  payments  promptly  In  the  future.  The 
sett  ers  on  these  projects  have  endunnl  great  hanlshlps.  and  have  struRsied 
Sf"f/^,'°?'*,  "^V^  conditions  in  their  effort  to  cooWratrwMi  the 
^h?nV^^'"'"'"^  *  '"'""od  to.the  proposed  S 

i^n  i  "fsed  upon  the  committee  by  the  Representatives  from  So  arid 

Ifind  States  and  the  Secretary  of  the  Interior  for  many  years."  See  Adjustaent 

loUof^^^Z't^^^VJ'r!'  "^F?,""*  the  purpose  of  the  1020  Act  was  to  provide 
relief  to  settlers  then  residing  On  the  land.  There  Is  no  indication  tJiat  Oie  Act 
WM  intended  to  change  the  policy  of  the  reclamation  law. 

4'iyr's?^r'S??i,wi'!m'?*'''^,^'*"''".l ^<=*  »'         87  Stat.  26G. 

4a  U.S.C,A.  541  as  additional  support  to  the  contention  that  residence  Is  no  loncer 
iS'l"?  requirement  for  water  rights  under  reclamation  InwThat  liw^ 
quires  that  homestead  entrymen  submit  proof  of  residency,  reclamation  and 
cult  vat  on  in  order  to  obtain  a  patent  while  purchasers  of  wTer-tight^?flcat^ 
need  only  prove  cultivation  and  reclamation  of  the  land  for  a  final  certScat^ 
^^l^V^  fT'"^  ''^l'^*'"'^  "-esidency  has  been  eliminated  m  a  requlre- 
™rl.  jr^V^*;"^"^  fh"*  Congress  Intended  the  Act  to  apply  to 

purchasers  of  water  rights  for  private  lands  as  well  as  to  entries  of  public  lands 
See  House  Committee  on  Irrigation  of  Arid  Lands.  Patents  t^ESmen  for 
J^^"  Reclamation  Projects.  House  Report  No.  8^7  t  "aTwrnpany 
a.  5545.  e2d  Congress  2d  Session,  and  I  Department  of  Interior.  Fedetal  Sma- 
tlon  Laws  Annotate<l  15  (1958).  However,  there  Is  no  Indication  that  the  resi- 
dency requirements  of  Sectio,n  5  was  Intentionally  eliminated. 

n   1^    ^Y",*'!!'' '""•1      separate  and  ownershli)  of  land  does  not  auto- 
mtlcally  g^ve  right  t<>  water  use.  This  Is  reflected  in  the  homesteanaWs  wZre 

StafoKy/p^'iT  o^*:^         P"^*?^--       ^3  derived  from  M 

?•  This  explains  why  the  patent  and  the  water  certificate 

int  i_^*'"*'^,TP'l''"*^'y,'"  1      fhe  1012  Act.  The  j.at^mt  is  rright  to 

In  "l'.","'^'  ^""^  cPrtlflcate  is  evidence  of  a  right  to  water  subjeo? 

Stiit^fS^ Tin  vo^/^l'""""  5  application  to  heneflclal  use.  See  U.S.C.A.  372.^2 
rortnm^inn  ,  ^'^''^j/i'''  l'.''^*'  Yi"*""  "^^f^*     ""t  expresMy  delineated  in 

wntT?..  ?n  il^'^c^?*^..'^"*"  "^^^^  certificate  describes  the  land  upon  wlhlch  the 
nH^Hoc*"  ^  "Tl-  V'*'  vV'at^'r-use  allowed  and  aids  in  establlshini 

priorities  under  state  laws.  NelOier  the  reference  to  water  rights  in  the  IMo  Act 
«  o  fl  c'<''"^3»«t  what  the  i.s«  1ms.  el   er  Uore  or^'aftfr 

receiving  the  final  water  rights  certificate.  It  is  Important^o  note,  however  that 
reclamat  on  laws  are  "designed  to  promote  federal  pSlcies  „rMaTnt 

*„^«*J?"'l*'5?  scPn™**  also  helps  explain  why  each  Is  treated  dif- 

^  ^'•^  The  purpose  of  the  Act  of  1912  was  to  • 

enable  the  settler  to  mortgage  hfs  property  prior  to  final  payment  for  the  amount 

^n„M,S,rv 'i^?^^'  ^""^  Homesteaders  orClamatlon  iCjects 
^iS^^n?*^^'*      ^x*"  ^-        •52<1  Congress.  2d  Session.  ThTwater 

certificate  was  property  right  of  sorts  even  though  a  defensible  one.  It  repre' 
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sonUnl  an  inorpmental  value  of  the  price  of  the  private  land  and  as  such  was  an 
asset  wlileh  ftdded  to  the  mortgageable  value  of  the  land.  See  Sax,  Belling  Rcc- 
tamatiott  Water  Uighta:  A  Cmc  ^iudv  in  Federal  ^uMdv  KoUcy,  Mieli.,  L. 
Rev.  13,  l^fTu  for  a  discuFSion  of  ineremental  values.  The  cultivation  and  recla- 
mation te<iuirementJ*  of  Section  1  Insure  Kood  faith  on  the  part  of  the  owner  that 
the  arid  land  woulU  be  cultivated  and  reclaimeil.  This  purpose  of  the  Act  in  no 
way  chanRea  the  overfidlnp  orlRinal  anti-monopolistic  and  antl-speculativo  pur- 
lK>sej*  of  tlw»  original  reclamation  law.  (I)lKCiission  on  this  puri>ose  to  follow.) 
Therefore,  while  cultivation  and  reclamation  are  required  lior  a  flnal  wntcr  rights 
certiflcate,  residency  remained  a  requirement  to  receive  water  initially.  See 
saniplO  forms  for  water  right  applications  in  Departme,nt  of  Interior.  Fourteenth 
Annual  Report  of  the  Rechimation  Service,  1914^1015.  2GB-270,  which  require 
affidavit  of  residence.    '       >  >  ■ 

It  should  also  be  iH)int'ed  out  that  on  August  10.  1917,  Congress  saw  fit  to 
suspend  the  r<»sidence  rcqnirements  during  World  War  I.  See  40  Stat,  273.° 
It  would  be  sfrangi*  indeed  if  <'V>ngresg  intended  to  eliminate  the  residence  re- 
quirement for  rcc(»iving  water  by  the  Act  of  1012,  that  It  deemed  It  necessary  to 
6mT)ena  residency  in  1017.  It  Is  much  more  plausible  that  there  was  and  is  a 
continuing  Intent  On  the  part  of  Congress  to  keep  alive  the  antl-speculaUve  and 
antl-monoiKdlstle  purposes  of  the  Act  as  expressil  in  the  residency  requirement 
The  government's  rationale  in  relying  on  Section  1  of  the  1012  Act  is  somewhat 
obscure.  Their  primary  argument  rests  on  Section  4G  of  the  102(J  Act.  It  is  dlf* 
neult  to  understand  how  the  1012  Act  can  shed  light  on  a  policy  which  they 
argue  was  notH*xpressed  until  the  1020  Act  of  Congress, 

It  is  further  argncil  that  the  elimination  of  the  water  right  application  by 
the  Act  of  May  15.  1022.  42  Stat".  541,  is  an  expression  of  intent  to  eliminate  the 
residency  fequiremtMits.*  Where  a  legally  formed  Irrigation  district  agreetl  to 
pay  moneys  owing  the  Ignited  States  for  cons|ruction  and  maintenance  of  the 
project,  this  statute  dispensed  with  the  requirement  that  individual  Ivater  user 
•  ftie  an  application  for  water  right.  It  is  clear  from  the  Department  of  Interior's 
Report,  on  S.  2118.  dated  May  23, 1021,  to  the  Senate  (>'ommittee  on  Irrigation  and 
Rcelaination  of  Arid  Ijands  that  the  Senate  bill,  which  later  became  the  1022 
Act.  dispensed  with  the  water  right  npi^licatlon  In  order  to  eliminate  unneces- 
sary amounts  of  work  and  imssiblc complications.' Since  one  function  of  the  appli- 
cation was  to  esjtablisli  a  ll(»n  for  the  payment  of  water  ehi^rges  on  each  user^s 
land  in  favor  of  the  T'nlted  States,  the  eliminatlort  of  the^^ien  by  the  statute 
removed  a  basic  reason  for  the  application.  Further,  inasmuch  as  the  new  irriga- 
tion district  Is  responsible  to  pay  the  TTnited  States  for  construction  and  mainte- 
nance, it  would  be  collecting  the  paynieqts  from  its  meml>ers  and  controUJjfig  the 
<Ustril)Utlon  of  water,  A  new  applicant  for  water  would  be  required  to  go  through 
the  district  and  to  require  an  additional  application  to  the  Bureau  of  Reclama- 
tion (?o{ild  have  mad^  the  process  imneeessarily  complex  while  only  duplicating 
work  which  could  be  done  by  the  district,  ,  ^ 

Tlu^  application  was  usHl  by  the  Bureau  of  Reclanmtion  to  enforce  other  l>ro- 
vUiUnvA  of  the  reclamation  laws  such  as  the  residency  requirement.  (See  Depart- 
meat  of  Interior.  Land  Ownership  Survey  of  Federal  IU*clamation  Projects  J4. 
.'55.  IIKIO).  but  the  1022  Act  fails  to  r(»fer  to  residency.  Tills  failure  does  not  lend 
suprM)rt  to  any  interpretittion  of  the  Act  as  an  expresshm-of  intent  to  eliminate 
the  residency  reciuirement  nor'^to  change  the  national  policy  of  the  reclamation 
laws.  Tlicre  is  no  imsltive  i*epugnancy  between  the  1022  Act  and  the  residency 
rHiuirement.  Tlie  Se<'retary  of  Interior  is  gken  authority  to  dispense  witli  the 
apidicatlon  at  his  disereti<m.  but  remains  charged  with  enforcing  the  p(dley  of 
reclamation  law  which  Is  still  in  force.  Compliance  wltii  residency,  whlch^is  an 
expression  of  national  policy,  should  have  beeh  secured  by  other  means.'  ' 

On  April  10.  1010.  the  Department  of  Int-erlor  Issued  an  opinion  which  under- 
cut the  policy  oif^the  reclamation  law : 

"The  r<»sideney  requirement  of  this  section  (Section  H.  1002  Act)  In  reference  to 
private  lands  is  fully  complied  with  if.  at  the  time  water-right  application  Is 
made,  the  applicant  Is  a  bona  fide  l^esldent  upon  the  land  or  ^vlthln  the  neigh- 
borhood. After  am>roval  of  the  application  further  residence  is  not  required  of 
August  0. 1012  r»7  Stat.  205).  witjiout  the  necessity  of  proving  reMdency  at  the 
time  proof  Is  offered."  (See  t  Fedeml  Reclamation  T^aws  Annotated,  page  55-50^. 
such  applicant,  and  further  proof  nmy  therefore  he  made  under  the  Act  of 
The  government  cites  this  opinion  along  with  su'bsequent  Federal  Regulations 
and  expressions  of  policy  by  the  Bureau  of  Reclamation  as  evidence  of  elimination 
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of  the  resldont'y  requlrpmonts/  This  evidence  i;ecognIzes  there  Is  ^  redlileney 
requirment  problejn,  but  denies  that  residency  Is  a  continuing  r(Hiu|irement  as 
nn  expression  of  national  policy.  The  Department!  cannot  repeal  an  Act  of 
Congress.  '  &  " 

It  could  bo  argued  that  re-enaetment  of  the  statute,  such  as  was  the  ease  in 
Sectfon  14  of  the  Boulder  Canyon  Project  which  reenacted  the  reclamation  law, 
edUHtltutes  legislative  am'ptaneopi.of  the  earlier  administrative  Interpretation. 
It  has  been  hi'id  that  an  administrative  Interpretation  of  a  statute  was  binding 
on  the  court  where  It  has  been  Impliedly  upheld  by  re-enactment  jof  the  statute. 
Hee  Kicfcrdorf  v.  CJM„  142  F.2d  723.  However,  Congressional  re^riactment  of  a 
statute,  without  ea^pressefd  consideration  or  reference  cannot  give  controlling 
weight  to  an  pi^lglnally  erroneous  administrative  Interpretation  the  statute. 
United  States  v.  AU^souri  Paeifie  Railroad  Company,  278  t'.S.  2%\  280.  The  re- 
enactment  of  a  specific  clause  or  statute  after  administrative  or  Judicial  con- 
struction 4s  merely  one  factor  .In  the  total  effort  to  give  fair  meaning  to  the  . 
language  thereof,  and  such  circumstances  must  give  \yay  to '=^ia  language  or 
basic  purpose.  Fleming  v.  Moherly  Milk  Produets  Co,,  IW 

The  Reclamation  Act  of  1902  was  enacted  after  a  long.ljistoti^  of  monopoly 
of  and  si)eculatlon  In  the  arid  lands  In  tlio  west.  This  bacI?groun<l  resulted  In  a 
national  policy  of  antl-monormly  and  antl-spcculatlon  which  foiind  expression 
in  reclamation  law.  It  Is  this  policy  which  provides  posslblj?  the  strongest 
rationale  for  holding  the  residency  requirement  In  force.  From  Itil  very  Inceiition 
reclamation  policy  has  been  to  make  beneflts  therefrom  avallabh?  to  the  largest 
number  of  people.  Tlie  ^002  Act  contained  a  1150  acre  limitation,  required  that 
user«  b^»  bona  flde  residents,-;  roqulred  that  the  reclamation  Vvatttr  right  be 
appurtenant  to  the  land,  and.provlded  that  rights  to  the  water  be  limited  by. 
bcnollclal  UKC,  32  Stat.  USf).  390  (1002).  43  r.S.<\A.,  Sections  37^  383.  4«1  (1904). 
Tlfcj^e  devices  wen»  Inconwratoil  Into  the  bill  In  order  to  preverit  land  monoiM)li-  ' 
zatlon  and  profiteering  )i)y  large  corporations  to  the  detriment  of  the  Intended 
beneflciarh?3  of  the  Act.  See  TaylOr  The  Exiran  Land  LatO'Execution  of  a  Public 
Policy,  m  \ale  L/J.  470.  m  m  (1055).  Wldea  was  to  create  aVlass  of  self- 
relhint  family  fai^nera  See  Land  Ownership  Survey,  supra,  (11-73.  91. 

'National  policy,  as  expressed  In -the  reclamation  laws,  is  to  provide  homes 
for  people.  Homes  are  possible  pnly  where  speculation  and  monol)ollzatlon  are 
not  possible*  Tlio  160  acre  limitation  and  the  national  policy  which  It  reflects 
have  l)e<»n  upheld  by  the  Supreme  Court  In  Ivanhoe  Irrigation  District  v.  Mc- 
Crnchcn,  307  T\S.  275.  The  n'.«^ldeney  rcqidrement  hi  Section  5  is  a  second 
expression  of  that  national  policy.  Its  repe(il  by  Implleatlon  would  be  contrary 
to  the  purpose  for  which  Section  5  was  enacted.  Early  In  reclamation  history 
events  showed  that  "under  the  private  projects  where  residence  Is  not  renulred, 
the  developments  have  l»een  very  largely  along  the  line  of  the  creation  of  tenant 
farms. »  See  l^jmrtment  of  Interior,  11th  Annual  Report  of  the  Reclamation 
Hervlce  11.  (1911--1912).  Failure  to  enforce  residency  subverts  the  excess  land 
limitation  which  Ivanhoe,  supra,  specifically  upheld.  Through  the  use  of  cor- 
porations, trusts  and  cotenancies  flagrant  violations  of  the  purpose  of  this 
m  tat  on  are  possible.  Kach  of  these  farms  may  be  used  to  by.pass  the  acreage 
llmltathni.  The  policy  behind  reclamation,  law  to  'aid  and  encourage  owller 
operated  farms  requires  (»nforeement  of  the  residency  requirement  to  prevent 
these  violations.  See  Sax»  The  Federal  lleelamation  Law  in  li  Waters  to  Water 
Rights,  supra,  217  224. 

The  fact  that  residency  lias  not  been  required  by  the  Department  of  Interior 
for  over  55  years  cannot  influence  the  outcome  of  this  decision.'^  Falling  to  apply 
the  residency  requirement  Is  contrary  to  any  reasonable  lnten>retation  of  the 
reclamation  law  as  a  whole,  and  It  Is  destructive  of  the  clear  purpose  and 
^  Intent  of  national  reclamation  policy.  It  Is  well  settled  that  administrative  prac- 
«ee  cannot  thwart  the  plain  purpose  of  a  valid  law.  Xhiited  titates  r.  City  and 
Comity  of  San  Francisco,  310  TT.S.  10.  31  32  (laiO).  Rather  than  indicate  the 
validity  of  the  administrative  nillng,  the  lapse  of  time  serves  to  dramatize  the 
unavailahlllty  of  relief  In  the  past  and  points  toward  the  need  for  increased 
access  to  the  court  In  the  future.  »»nHHtu 
nie  Redder  (^anyon  Project  Act.  4.-i  Stat.  1005.  43  T'.S.C.A.  Section  017ui. 
provides  that  the  Act  shall  be  deemed  a  supplement  to  reclamation  law  which 
^^"^  constructive  operation  nnd  management  of  the  works  authorized. 
Inasmuch  as  Section  5  of  tlie  1902  Act  has  been  found  In  full  force  and  cfTeet, 
it  must  be  applied  to  the  Imperial  Irrigation  Dfstrlet  as  well  as  to  all  reclamation  ' 
projects  constructed  pursuant  to  the  Rouhler  Canyon  Project  Act.  No  right  to 
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use  the  water  for  land  in  private  ownership  shall  be  sold  to  any  landowner  ''unless 
he  be  an  aetual  bona  flde  resident  on  sueh  land,  or  occupant  thereof  residing  in 
the  neighborhood  of  said  land.  ,  ,  ,  43  U,S,C,A„  Section  431.  -  , 

Xbat  portion  of  the  motion  for  summary  judgment  determining  the  applieability 
of  Section  5  of  the  Act  of  1902  is  therefore  granted,  which  in  effect  is  merely  an 
interlocutory  adjuilication  of  the  applicable  law. 

The  posture  of  the  case  at  this  time  is  not  such  as  the  court  can  determine  the 
other  portions  of  the  motioA,  and  therefore  r(fseryes  ruling,  thereon. 

Done  and  dated  this  22nd  dUy  of  November,  1071, 

FOOTNOTES 

*  Section  5  of  the  Beclamation  Act  of  June  17,         32  Stat,  389,  43  TJ.S,0,A, 
431,  provides :  -  ^ 

"That  the  entryman  upon  lands  to  bfc  irrigated  by  such  works  shall,  in  addition 
to  compliance  with  the  homesbead  laws,  reclaim  at  least  one-half  of  the  total 
irrigable  area  of  his  entry  for  agricultural  purposes,  and  before  receiving  patent 
for  the  lands  covered  by  his  entry  shall  pay  to  the  Government  the  charges  api)oi> 
tioned  against  such  tract,  as  provided  in  section  4,  No  rigiit  to  the  use  of  watco* 
for  laijd  in  private  ownership  shall  be  sold  for  a  tract  exeee<llng  ICO  acres  to* 
any  one  landowner,  and  no  such  sale  shall  be  made  to  any  landowner  unless  he 
be  an  actilal  bona  flde  resident  on  sueh  land,  or  occupant  theiheof  residing  in  the 
neighborhood  of  said  land,*and  no  such  rights  shall  permanently  attach  unti\  all 
payments  therefor  are  paid,  Tlie  annual  Installments  shall  be  paid  the  re- 
ecdver  of  the  local  land  ofllce  of  the  district  in  which  the  land  Is  sltuatld,  and  a 
failure  to  make  any  two  payments  when  due  shall  render  the  entry  subject  to 
ciincellatiott,  with  the  forfeitur<^  of  all  rights  under  this  act,  as  well  as  of  any 
moneys  "already  paid  thereon.  All  moneys  received  from  the  above  sources  shall 
be  paid  into  the  reclamation  fund.  Registers  and  recei'V'X^rs  sliall  be  allowed  the 
'usual  commissiohs  on  all  moneys  paid  for  lands  entered  under  this  act.*'  « 

'Section  40  of , -the  Omnibus  Adjustment  Act  of  1920,  44:  Stat  (M9,  43  U,S,C,Av 
Section  723(c),  provides:  n 

'  "No  water  shall  be  delivered  upon  the  completion  of  any  now  project  or  new  ^ 
division  of  a  project  until  tt  contract  or  contracts  in  fonn  approved  by  the  Secre- 
tary of  the  Interior  aim}}  have  been  made  with  the  irrigation  district  or  irrigation 
districts  organized  under  State  law  providing  for  payment  by  the  district  or  - 
districts  of  the  cost  of  eonstnleling,  operating,  and  maintaining  the  works  dur- 
ing the  time  they  are  in  control  of  the  United  States,  such  (»ost  of  eonstruotlng 
to  be  repaid  within  sueh  terms  of  yeatrs  as  the  Secretary  may  find  to  be  necessary, 
in  any  event  not  more  than  fcft-ty  years  from  the  date  of  public  notice  hereinafter 
referred  to,  and  the  execution  of  said  t<>ntract  or  contracts  shall  have  l)een  con- 
Armed  by  a  <»ourt  of  competent  jurisdiction.  Prior  to  or  in  connection  with  the 
settlement  and  development  of  each  of  th<jsc  projects,  the  Secretary  of  the  In- 
terior is  authorized  in  his  discretion  to  enter  Into  an  agreement  with  the  proper 
authorities  of  tho  State  or  States  wherein  said  projects  or  divisions  are  located 
whereby  such  State  or  States  shall  cooperate  with  the  United  States  in  promoting 
the  settlement  of  the  projects  or  divisions  after  (Completion  and  in  the  securing 
and  selecting  of  settlers,  Sueh  contract  or  contracts  with  irrigation  districts 
hereinafter  referred  to  shall  further  provide  that  all  Itrigable  land  held  in  pri- 
vate ownership  by  any  one  owner  in  excess  of  one  hundred  and  sixty  irrigable 
acres  shall  be  appraised  in  a  manner  to  be  prescribed  by  the  Secretary  of  the  In- 
terior and  the  sale  prices  thereof  fixed  by  the  Secretary  on  ttie  basis  of  its  actuoH 
bona  fide  value  at  the  date  of  appraisal  without  reference  to  tlie  proposed  con- 
struction of  the  irrigation  works ;  and  tlmt  no  sueh  excess  land*  so  held  shall 
receive  water  from  any  project  or  division  if  the  owners  thereof  shq^ll  refuse  to 
execute  valid  recordable  contracts  for  the  sale  of  sueh  land»s  under  tetms  and 
conditions  satisfactory  to  the  Secretary  of  the  Interior  and  at  prices  not  to 
exceed  those  fixed  by  the  Secretary  of  the  Interior ;  and  that  until  one-half  the 
<'onstnietion  charges  against  said  lands  slialj  have  been  fully  paid  no  sale  of  any 
such  binds  shall  carry  the  right  to  receive  water  unless  and  untJJi  the  purchase 
price  involved  in  sueh  salee  is  approved  by  the  Secrcttjry  of  the  Interior  and  thJit 
upon^proof  of  fraudulent  representation  as  to  the  true  consideration  involved 
in  sueh  sales  the  Secretary  of  the  Interior  is  authorized  to  cancel  the^vater  right 
attaching  to  the  land  Involved  in  such  fraudident  sales:  Provided  further,  Tlmt 
the  operation  and  maintenance  charges  on  account  of  lands Jn  said  projects  and 
divisions  Shall  be  paid  annually  in  advance  not  later  than  March  1,  It  shall  be 
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Section  40-  provides  tlmt  ihc  followlnff  condlllonq  wiiipii  nff«.(-  4„,nwi,i„ni 
users  be  Included  In  contracts  with  IrrlSion  ffictsTTa)  ewssVand  ovS 
i^^T  ^*'"V  ^  "PP^a'sed  and  the  sale  price  Led  b/the  SwrS?  (bl  no 
excess  and  shall  receive  water  tftiless  owners  contract  to  sen  the ^mi  «^^ 
below  the  contract  price;  (c)  until  one-half  the  conSt  on'ehaSes7.S>Aee^^^ 
Rta^!"  "    ^  ^''^         "''^  S"'''  18  approved  bylSe 

•Section  1  of  37  ^at.  205. 43  tl.S.C.A.  541,  provides : 
^  Any  homestead  entryman  under  the  Act  of  June  17. 1002,  known  as  the  rooU. 

Having  implied  with  the  provisions  of  law  applicable  to  siiph  innds  na  ^lai 
'  dence.  reclamation  and  cultivation,  submit  p3  of  suelirSncfr^^^ 
and  «ultivatloa.  which  ptoot,  it  Itouad  regular  and  s^tlSow  s^^^^^^^^ 
in  r„"'i^  i-ntryman  to  a  patent,  and  all  purchaser"  of  water-ffl  certfflc^ 
on  reclamation  projects  shall  be  entitled  to  a  final  watcr-Kt  cptS 

Sj-^'rT,S"^'°"       n^lanmtion  of  tl.e""anrto  w ilcl  theSf' 
^mon .  n^vf^  ^?°nS^f  °*  ^^^^      O'o  reclamation  Act  for  homestead  en- 
trymen:^Prof<(/crf.  That  no  such  patent  or  flnar  water'rlcht  certin^^to^i.nn 
Issue  until  after  the  payment  of  ai  sums  due  the  t'n  ted  Xtt^on  n?Pnn 
Xfld  "„r''rj:2'r^'«''^"'= '^'^  submlssloi  Sf  Soof  entit^lng^'S^^^^^ 

^^'^  rtf  August  io.  1917. 40  Stat.  273.  provides  in  part : 
r..fr  i    •   pusiX'nslon  of  residence  requirements.)— That,  the  Secretary  of  tlio 
Interior  is  hereby  authorized.  In  his  discretion,  to  suspend  dLLTtlm  contlnn^ 
ance  of  this  act  that  provision  of  the  act  known  as  ''r^lamat^oii  U"  rSn^ 
residence  upOn  lands  in  private  ownership  or  within"  thTSCho^  t^^^ui 
7„vn  inhfo""  °'      same,  and  hels  authoril^d  to  S 

t«'If«T;*f/fi'l"'''}""  V  sufqienslon.)™That  the  provisions  of  this  act  shall  cease 
IJ^r  oi^n?'^'"''  national  emergency  resulting  from  the  existing  stated 

fo  pS^nr  f^f,^'  "'wrtalnel  Ld  prSimed  by 

the  President   but  the  date  when  thfeiict  shall  cease  to  hb  In  effect  shaM  not 

tnin«?  hv T  n*'  ""'"f;  «'  next  fiscal  year  after  the  ferilnato.  as  asccr- 
SSfc'osKmr"  •  P'^'^^'nt  war  hetween  theJTnlted  States  a^d  Gcr- 

'.'Si"' i^i"*^ ^"22. 42  Stat,  511.  provides  In  part : 
mat  In  carrying  out  the  puriwses  of  the  Act  of  .Tunc  15  100^       ,in,i  ams, 
amentotory  thereof  and  supplementarj'  thereto,  am  Tnow^^  asllnd  eXl  ti  o 
reclamation  law.  the  Secretary  of  the  interior  may  entwTnto  contract  w  th  anv 

to  pay  the  moneys  rcqul^red  to  be  paid  to  the  tnilted  States,  and  in  such  ew 
r;'"'^."*  applications  o»  the  part  of  laridownera  and  en  rymen"  In  the 
"«*^'m  '      'IrT^''** Interior,  may  be  dispensed  with- 
^^e<;tlon  2.  Tlmt  patents  and  water-rlgjit  certiflcates  -(Vhieh  shall  iipronftpr  iin 
issued  under  the  terms  of  the  Act  entltW  "An  Act  providing  for  on 
reclamation  entries  and  for  other  purposes."  .  .  /for  lS  lying  S„  an? 

the  irrigation  district  agrees,  to  make  the  payment  of  all  chargS  for  the  mild. 
h.'J.'t^'^  '"5*L?»'''°''f?  operation  and  maintenance.  Sll  no  res^^^^^^ 

to  the  T.nlted  States  a  lien  for  the  payment  of  such  Charges  ^  '^^^"^ 

Section  40  of  the  Omnibus  Adju.stment  Act  provided  that: 
I  rior  to  or  In  connection  with  the  settlement  and  development  of  eaeli  of 

the.'.e  projects,  the  Secretary  of  the  Interior  Is  authorized  n  iurdlscret"^  to 

enter  Into  agre«ment  with  the  proper  authorities  of  the  State  or  States  S 

ate  witli  the  TTnlted  States  In  promoting  the  sett  ement  of  the  projects  or  dlvl- 
f;>V^c?'n*'''  '="°>Pl?""n  nnd  in  the  securing  and  selecting  of  ficttlerKgaln  this 
provision  was  not  intended  to  alter  tl^ffect  of  the  reclamation  law  and  the 
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S<K?rotary  cannot  exercise  hia  discretion  so  as  to  ''subvert  the  ptirposes  of  the 
Act." 

•See  Department  of  Interior  Manual  of  the  Bureau  of  Reclamation  (1038 
BdlUon)  373 ;  Title  43,  Code  of  Federal  Rcfifulaaons  Section  230.05. 

» See  Kinney;  A  Treatise  of  the  Lata  of  Irrtgaiion  and  ^Vatcr  RwhU  and  tnc 
Arid  Region  Doctrine  of  Appropriation  of  Waters,  1912,  pp.  2238-2230.  Kinney 
eltes  a  iwrtion  of  President  Roosevelt'i.flrst  message  to  Congress,  delivered  l>e- 
cember  3, 1901,  as  a  classic  statement  upon  the  subject.  Roosevelt's  idea  was  that 
as  a  result  of  reclamation  and  settlement  of  arid  lands  people  a*  a  whole 
will  proat,  for  successful  home^making  is  but  another  name  for  the  upbuilding 
of  the  nation."   

[Filed  Jan.  5, 1071— Cleric,  U.S.  District  Court,  Southern  District  of  California, 

l)y —  ^Deputy] 

In  the  United  States  District  Court,  for  the  Southern  District  of  California 

Na.67-7-T 

UifiTED  States  of  Ameexca,  pmintut 
^' 

iMVEiiw*  Irrigation  DiSTBiqr,  a  Corpoeatiok,  defendant 

John  M.  Bryant,  Rouejit  C.  Brown,  Theodore  B.  Shank,  Hakoid  A.  Brockman, 
Cl^ABA  Marie  Gutierrez,  C/iarixs  B.  Nilso;:?,  Kakoo  D.  Singh,  Stephen  II.  El- 
more AND  John  Kvntm,  Jr. 

Landowner  Defendants,  Both  Indivmuaixy  and  on  Behaut  of  Members  op  a 
Class,  To  Wit,  All  Persons  Owning  More  Than  100  Acres  of  Irrigable  Land 
Within  the  iMmiiAL  Valley  in  California. 

State  Of  Caufoknu,  intervening  defendant 

Memorandum  Opinion  ^ 

L  JURISDICTION  AND  NATURE  OF  THE  CONTROVERSY 

TJhis  Is  a  civil  action  brought  by  the  United  States.  This  court  has  Jurisdic- 
tion under  Title  28,  §  1315  of  the  United  States  Code.  An  actual  controversy 
within  the  jurisdiction  of  this  court  exists  as  to  whether  the  lJUid  limitation 
provisions  of  reclamation  law  (hereinafter  "acreage  limitation"^  or  "100-acrc 
limitation")  have  any  application  to  privately  o^vned  lands  lying  within  the 
boundaries  of  said  defendant  Imperial  Irrigation  District  (hereinafter  Dls^ 
trlct"). 

The  parties  to  this  controversy  are  plaintiff  United  States  of  America,  de- 
fendant District,  landowner  defendants  John  M.  Bryant,  Robert  a  Browiu 
Tiieodore  B.  Shank,  Harold  A.  Brockman,  Clara  Marie  Gutierrez,  Charles  B- 
Niison,  Kadoo  D.  Singh,,  Stephen  IL  Elmore  and  John  Kubler,  Jr.,  and  each  of 
-  them,  both  individually  arid  on  behalf  of  members  of  a  class,  to  wit,  all  persons 
owning  more  than  160  acres  of  irrigable  land  within  the  District  (hereinafteif, 
eollcctively.  "landowner  defendants")  and  intervening  defendant  State  of  Cali- 
fornia (hereinafter  "California").  Heretofore,  by  orders  duly  entered,  Cali- 
fornia and  the  landowner  defendants  were  granted  leave  to  Intervene  herein, 
the  latter  i)ursuant  to  Rule  23(b)2.  Fedewil  Rules  of  Civil  Procedure  as  repre- 
Kcntatives  of  a  class  consisting  of  some  800  persons,  each  of  whom  own  irrigable 
lands  In  excess  of  100  acres.  Tiie  aggregate  holdhigs  of  the  members  of  the 
claca  were  approximately  233,000  acres  as  of  September  3, 1905. 

Plaintiff  contends -that  the  100-acre  limitation  applies  to  privately  owned 
lands  within  the  District ;  and  all  of  the  defendants  contend  In  all  respects  to 
the  contrary*  ^ 

There  is  no  controversy  between  plaintiff  and  the  StAle  of  California  over 
the  application  of  the  excess  land  laws  to  the  state^  lands  In  its  Imperial 
Waterfowl  Management  Area.  The  United  States,  the  defendant  District  and 
private  land  owner  defen*Hits  agree  with  the  State  of  Callforhia  that  those 
state  lands  are  not  subject  to  the  excess  land  laws. 

This  opinion  incorporates  the  court's  findings  of  fact  and  conclusions  of  law 
pursuant  to  Rule  52,  Federal  Rules  of  Ciyjl  Procedure. 
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n.  HI8T0BICAI.  BACKOBOtriTD 

^TOe  Imperial  Irrigation  District  consists  of  Innds  in  tlie  Imperinl  Valley  In 
rallfomla.  Due  to  tlie  below-sea-level  topogi-apliy  of  ilie  Imperial  Valley  rirea, 
It  was  reeognlzed  as  early  as  the  middle  of  tlie  19tli  eentury  tliat  irrigation  by 
means  of  diversion  and  gravity  flow  from  the  Colorado  River  was  feasible.  In 
comparatively  recent  geologic  time,  the  Gulf  of  California  extended  inland  to 
the  northwest.  Its  upper  Umlts  reached  northward  of  Indio.  Through  thff  years, 
nJi  STV^  silt-laden  Colorado  River  deposited  sediment  and  built  up  a  low, 
Snn  J  ™"relynwoss  the  ancient  gulf,  cutting  .off  the  upper  portion 

i*^  connection  with  the  ocean.  The  rosultingjbasin  was  then  an  inland  sea 
with  tt  surfaee  area  of  nearly  2,000  square  miles.  The  greatest  depth  of  thirf 
sea  was  about  320  feet.  Deprived  of  its  connection  with  the  GUlf  of  California 
w """^  ^  portion  of  the  bed  which  it  occupied  Is  now 

h,TJLn®/^?»  ^"""m  7^"^  S^'^-U"  "'■'•'^  "'■"^inl       including  this  basin 

18  known  In  its  northern  part  as  the  Coaehella  Valley  and  in  its  southern  nart 
as  the  Imperial  Valley,  » 

In  Its  natural  condition,  the  entire  region  was  an  unproductive  desert.  The 
annual  rainfall  averages  from  two  to  three  Inches.  The  Colorado  River  and  the 
Colorado  River  Delta  east  and  south  of  the  Imperial  Valley  are  slightly  above 
oZ,lT\  f"*"?"  land  slopes  gradually  north  and  west  towaA  the 

center  of  Imperial  Valley,  which  is  almost  entirely  below  sea  level.  \ 

During  occasional  flooding  of  the  Colorado  River,  the  overflow  waters  would 
«r"„n       m"'«"  t'"'^r''"  northward  into  the  bottom  of  &e  great  d^rcs- 

1"?  ^P^^  floodwaters  would  concentrate  more  or  less  in 

depressions  and  channels  leading  from  the  delta  region  into  what  is  now  k^o^' 
^''"V  ^♦VP*'  ^•''nnncls.  or  depressions,  form  natural  canals  for  diversion 
or  the  Colorado  River  waters  into  Imperial  Valley.  / 

««r«^Jn'l}n?i'i?^' n'^^i?"''?^  (livcrslo^is  of  watcr  from  the  Colbrado  Rifcr 
H^n  n^™ni!^^i*Vn  iS^'""""',"  J^^^'^^ovmont  Compauy,  a  privately  owned  corpora- 
tion organized  in  189C  and  the  predecessor  in  interest  of  defendant  District, 

Jho'"<^i..nf,nM"f  J''"?,'"        1'  "I'i'roprlations  and  diversions  laid 

the  foundation  for  the  present  perfected  water  rights  which  have  admittedly 
existed  w  thin  the  boundaries  of  the  District  from  and  after  June  25,  1«20  the 
effective  date  of  the  Boulder  Can.'^on  l»roJect  Act. 
4  V'"*'']'  <'<'1"™<1'>  River  was  divertc(fc'and  brought  to  the 

«f        nf'^'''^."'  was  diverted  about  one  mile  north 

of -^he  international  boundary  with  Mexico,  was  carried  by  the  Alamo  Canal 

."tt '^^^  "."V  t^""^"""' •'•I'-k  l"t«)  tl'P  United  States  at  ImSl  VaHey 
arv\t^  «  ',rc,/'  S'»"^2f  """"-''"l  ?"»ntry  north  of  the  intemational  bound- 
ary.  Jor  n  ost  of  its  50  mile  course  in  Mexico,  this  canal  made  use  of  an  ancient 
overflow  channel  known  as  the  Alamo  River,  which  formerly  led  Into  tlm  Sn 

»„«''2r„'^'?'"I!,^"""','  '-fJ""      P"'"'      "^^^"^  Into  the  TTnited  States,  as  well 
'as  the  lateral  canals  through  which  water  diverted  from  the  river  was  ifltl- 
mately  dlstrll)utc«  to  land  in  the  Valley,  were  oWned  b"  seven  mutu^  water 

Sr'fn'r''^''"''  TT  <'»l«ornia  De\elopScTmSy  The 

Ktwk  in  such  nmtual  water  companies  was  ultimatelv  acquired  by  the-in(^l- 
^' tJ'"^li'i*'"5''?3^?'>^"  water  was  supplied.      ^  - 

-        "iiii*''*""'  •llstrlbutive  facilities  constructed  by  the  local  mutual 
I»?v„?r''ii™P'''"'''?i'**''y  25.000  aeres  of  valley  lands  wereX  irrtgat^ 
.fv^  /i^"f?''ii-^?  ?  diversions  from  the  River.  By  the  following 

\w  liter,  the  frfrga^^ed  acreage  was  Increased  to  100,o6e?l81,101  acres  were  irrl- 
gated  by  1910.  308,009  in  1910.  413,440  in  1910,  and  424,145  In  Ifl^,  the  vear 
when  the  Boulder  Canyon  Project  Act  took  effect 

In  100a.  the  Colorado  River  broke  through  its  hanks,  which  had  over  the 
years  been  built  up  above  the  surrounding  terrain,  and  eompleteirc  lang*^  1  « 
course,  sending  a  flood  of  water  tlufiugli  the  Alamo  Canal  and  Xr  l'O  broad 
flat  area  of  Imperial  Valley.  As  a  consequence,  for  many  months  the  entire 
flow  of  the  River  passe*!  through  the  washed-out  heading:  thwmgl.  tl  6  Alamo 

^^'om^oJ^-"*  ^,'T''"i  ^"""-r-  Sn»""        With  a  surface  area  of 

nf^?r«„S/'?'  S"'^  «"-witenmg  the  entire  valley  with  destruction.  Tlie  surface 

?eve         ?«S«^^V5"?S."'/  '""'^  °'  «'  273  feet  Mow  sea 

le\el,  was  raised  to  100  feet  below  sea  level.  The  efforts  of  the  California 

SS''^?/"*/TI'°"n  were  unsuccessful.  The  Soutl™m 

Paclflc  Company's  tracks  being  endangered,  the  Southern  Paeiflc  Company  ad- 
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vanccd  funds  to  the  California  Development  Company  to  control  the  Blver  and 
took  controlling  interest  therein  as  security.  By  utilizing  its  own  resources  the 
Southern  Pacific -Company  closed  the  breach  In  the  west  bank  of  the  River  and 
returned  the  River  to  its  channel.  In  the  Spring  of  1910,  the  Southern  Pacific 
Company  foreclosed  on  the  California  Development  Company's  hiterests  and,  . 
Iri  June  of  that  year,  transferred  them  to  defendant  District,  . 

In  1022-1923  District  acquired  all  of  the  mutual  water  companies  that  had 
been  organized  by  California  Development  Company.  Since  that  time  and  until 
the  present,  the  District  has  performed  the  entire  func«gvPf  ?*verUng,  trans- 
porting and  distributing  the  water  supply  to  farm  h6Wlnmn  Imperial  valley. 

On  November  24,  1922,  the  Colorado  River  Compact,  arMfiterstato  agreement 
relating  to  allocations  and  rights  in  the  watera  gf  the  River,  was  slK^^  "J  ^ 
iommissloners  representing  the  States  of  Arizona;  California.  Colorado.  Nevada, 
ifeW  Mexico,  Utah  and  Wyoming*  It  became  effective  June  25. 1929.^ 

The  construction  of  the  Ail-American  Canal  was  authorized  as  part  of  the 
general  project  authorized  by  the  Boulder  Canyon  Pr^ect  Act  (hereinafter 
"Project  Acl?'  or  "Act")  of  Decembcc.21^  1928,  effective  Jane  25,  1929,  45  Stat. 
1067  43  use  §  617  et  seQ.  ^^''^  \ 

At  the  time  of  the  taking  effect  of  said  Project  Act,  tliS  District  had  a  dis- 
trlbutloxi  and  drainage  system  which  was  wholly  financed,  constructed,  main-  . 
tained  and  operated  by  local  raeana  The  distribution  system  then,  as  of  June 
25.  1020,  comprised  approximately  1.700  miles  of  main  and  lateral  ^annis.  Pro- 
viding for  the  irrigation  by  waters  diverted  by  it  from  the  Colorado  River  of 
approximately  424,000  privately  ovmed  acres,  computed  on  a  single*  cropping- 
basis.  All  of  this  acreage  was.  as  of  June  25.  1929.  being  Irrigated  by  and  with 
Colorado  River  water,  carried  through  t]be  Alamo  Canal.  In  1900,  Just  prior  to 
the  bringing  of  this  action,  there  were  approximately  438,000  acres  Irrigated 
with  water  transported  through  the  AU-American  Canal.  '     ,  v  ^fV.  ^  * 

Pursuant  to  the  Project  Act.  the  Government>constructed  HooverDam,  at 
Black  Canyon,  and  incidental  WDrks.  completing  nu>  construction  of  the  dam 
in  1935  On  February  1,  1935,  under  the  'direction  oil  the  then  Secretary  of  the. 
Interior  (hereinafter  "Secretaxy").  Harold  L.  Ickes.  the  Government  began 
storing  water  in  Lake  Mead,  the  reservoir  created  by  Hoover  Dam,  and  since 
that  date  the  Government  has  continuously  operated  and  maintained  Hoover 
Dam  fdr  the  purposes  specified  in  the  Project  Act.        ^  ,  ^  ^     .  . 

On  December  1.  1932.  the  United  States  and  the  District,  acting  pursuant  to 
the  Project  Act,  entered  into  a  contract  providing*  inter  alia,  for  construction  < 
of  a  main  canal  connecting  Imperial  and  Coachella  Valleys  and  reaulrlng  re- 
payment by  the  District  for  the  costs  of  construction.  Due  to  conflicts  n^^^ 
material  to  this  case.  Coachella  Valley^  landowners  wm  not  included  In  the 
District,  but  formed  a  separate  District,  the  Coachella  Valley  County  Water 
District  which  i^xeeuted  a  similar,  though  Independent,  contract  with  the 
United  States  in  1934  calling  for  construction  of  watet  delivery  structures  and 
delivery  to  lands  in  Coachella  Valley.  ^        „^  ^         /   ^  i 

Pursuant  to  its  1932  contract  with  the  District,  tlie  TJnlted  States  constructed 
Imperial  Dam  and  the  All-Amerlcan  Canal,  commencing  construction  in  August, 
10*14.  In  1910,  the  TTnited  States,  while  retalniiH?  the  care,  operation  and  muin- 
tenance  of  these  facilities,  commenced  delivering  water  through  the  All-Amerl- 
can Canal  for  use  wlthhi  the  District.  Also  pursuant  to  the  contract,  the  Sccre- 
tary.  transferred  to  the  District,  on  March  1.  1947,  the  care,  operation  and 
maintenance  of  the  main  branch  *of  the  All-Amerlcan  Canal  west  of  Engineer 

^*Slnce  1942,  the  District's  entire  water  supply  has  been  carried  through  the 
All-Amerlcan  Canal.  Title  to  the  Imperial  Dam  and  the  All-Amerlcan  vanal,  as 
well  as  to  Hoover  Dam,  Is  in  the  United  States.  ^  ,  *  .  i. 

On  March  4,  1952,  the  contract  between  the  United  States  and  the  District 
was  amended  by  a  supplemental  contract.  On  May  1,  1952,  the  Secretary  trans- 
f erred  to  the  District  the  care,  operation  <and  maintenance  of  the  wprKs  east  or 

^"n^eTll^Am^^^^^  System,  as  provided  for  in  the  contract  of  December 

1.  1932.  was  declared  completea  by  the  contract  of  March  4,  1952,  between  the 
United  States  and  the  District ;  repayment  of  c6nstruction  charges  commenced 
on  March  1. 1955.  Tlie  District's  financial  obligation  was  fixed  at  approximately 

»Tijr»  Colorjido  nivrr  Compact  Wft«  nuthotlxod  by  an  Act  of  .Con^CM  dated  Augiiit 
21.  1^21.  42'8t2t.  m'  and  by  tlic  Acts  of  the  I/f«<«Jftturc8  Jf  the  partl^^^ 
Congrcaa  approved  it  in  section  13  of  the  Boulder  Canyon  Project  Act.  43  U.S.C.  i  617  (i). 
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$25,000,000,  ri^payable  in  forty  nnriuaY  Installmbntsj  without  Intorest^iJl  such 
p«rymontg  to  dntC'  have  boon  made  from  net  i>ower  revenues  derived  from  the 
sale  of  electrical  energy  generated  by  hydro-electrical  facilities  of  the  All- 
Amorlcnn  Canal,  costing  the  District  approximately  $15,000,000.  Tlie  cost  of 
Uoover  Dam  and  powerplant,  estlmatea  in  10G5  at  $174,732,000,  is  being  repaid 
with  Interest  ^t  three  percent  primarily  from  power  revenues  nt  the  dam.  One 
exception  to  ihls  is  that  $25,000,000,  of  the  cost  of  the  dam,  whi^  wa^  allo- 
cated to  flood  control,  will  be  carried  interest  free  by  the  Government  until  1087. 

lU.  DEVEW)PMENT  or  THE  COJf  TROVElfty 

Tlie  1032  contract  provided,  inter  alia,  for  repayment  by  the  District  of.the 
cost  of  tiiP,  Projocj:  works.  It  did  not  contain  any  provisions  requiring  ?h«t 
acreage  limitation  apply  to  private  lands  within  the  District.  On  Febniary  24, 
J^^'.^i^^^*"^^  Interior,  Ray  Lynmn  Wilbur,  in  a  letter  mailed  to  the 

iSwItK  limitation  dl5>  not' apply  to  prlvaS  owiSlJd 

The  Wilbur  ruling  \ya8  followed  for  51  years  and  gave  visa  to  an  adminis- 
trative practice  which  held  the  iCO-acre  limitation  to  be  inapplicable  to  private 
landholdlngs  within  the  District  and  which  endured  for  the  same  nerlSfl  nnd 

im.^  In  that  opinion,  the  8ollt»itor  concluded  that  Secretary  Wilbur's  1033 
ruling  was  erroneous  and  t}mt  the  Boulder  Canyon  Project  Act  by  its  plain 
terms  ncorporates  those  provisions  of  reclamation  law  which  impose  acreage 
limitation  on  lands  served  from  federal  reclamation  projects,  including  the 
privately  owned  lands  within  the  District^  i^^jt-viw.  uiuuumK  rue 

Subscauent  to  this  ruling,  the. Department  for  several  years  attemnted  to 
negotiate  a  I  new  contract  with  the  District  wliich  would  have  incorrwrated 
dSratoifrS  negotiation  resulted  in  this  acHon  f^ 

•r 

IV.  THE  BASIC  IS8«E 

The  queatlon  of  wliptlier  the  lOO  apro  limitation  has  any  application  to  pri- 
vntoly  owned  lands  within  the  boiindarips  of  the  Imperial  Irrigation  I)lst?lct 
depemls  upon  an  interpretation  of  the  Project  Act.  In  mocldlng  this  case, 
fendnnts  urge  the  court  to  limit  its  iftdniry  to  a  Judicial  review  of  thflO^ 
;  iilVl"  iH'ctnifie  of  the  long-stnndlng  administrative 

'wm  .  X  "'^  'f.""'"'''  "T''""  landowner-defendants  in  the  b  strict! 
Williiir  H  interpretation  hIiouKI  he  upheld  if  there  is  any  reasonable  bnslq  for 
his  decision,  citing  r/rf««  v.  Tallman,  3K0  tr.S.l.Vcft       3«>  t"s  089^^^^^^^ 

(fn«mn^K.^''''^i  filing  In  this  case  for  the  following  reasons.^ 

I  '  J"^  S'"  V"^  l^mtm  l.y  an  unsuccessful  applicant  for  an  oil  and 
gnsjease  in  the  Kenal  National  aioosp  Range  in  Alaska.  For  many  years,  tbo 
Hecretftry  of  the  Interior  had  Interpreted  Executive  (  rder^TO  nnS  l»ul  1  c 
Land  order  487,  which  withdrew  certain  lands  from  settlement  and  commercial 
exploltirtlon.  as  not  pirohlbltiiig  oil  and  gas  leases  because  thev  were  "X 
positions"  as  hat  term  is  found  in  ffit>  Executive  (>rder  8070?'ne  nrsfc  app^l. . 

nsscrtnrH  oTH"lJl*"'''"/''Jl"'  '•r^^"""'"        unsuccessful  appU^ant 

hffiiri*!"*  fVT  l'a«l  the  lands  to  such  leases  and  that 

is  lease  should  be  Issued  because  the  prior  applicants  had  applied  when  the 
lands  were  closed  under  the  terms  of  these  1-egulations.  The  court  held  that 
the  aecretary's  established  interpretation  was  reammablo  and  iS  entitled- to 
controlll  ig  ^yelght.  The  court  observed  that  great  deference  is  given  to  ad" 
ministrative  Interpretation  of  statutes,  and  that;        •       "  is  Mvtu  to  au- 

rJrWorSoo.  Ap^^lUtMU^  "  Bepartmcnt  of  the 

'\  J-l/'^CCC"?  of  fhc.ncpqitmcnt  of  the  IntcHor  400. 


10  nnd  cftHcs  cltfd  thrroln 
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"When  the  construction  of  an  adminmrative  reflation  rather  l^an  a 
statate^s  fa  issXdefer^ce  is  even  more  clearly  in  order.'-  (emphasw 

Tn  ffcfse  the  baslf problem  i?  the  meaning  of  an  AcVof  Congress,  not  an 
atoiM^trattve  relulatilf  to  aSlition,  the  controversy  iMToIJmo^  was  essa^- 
H^Sirf  cStition  of  private  Interests  for  commercial  leases,  while  the.deci- 
sion  wis  acr^ge  li^^^^^^  applies  under  the  Project  Act  involves  impor- 
tot  lSeraa™ofTa^^^^^  policy,  '"j'dng  tMs  case  less,  appro^^^^^^ 
Plication  of  the  estoppel-like  features  of  ^aJJTOaw.  1^  Secretary  WUbur  was 
then  hf  defeated  a  Congressional  mandate  extensively  developed  in 
Smatton  law.  HnaUy,  in  Tallvian  there  was  a  consistent  a&ninistrative 
jSr^rtii  e  here  the  Government  has  repudiated  its  former  interpretation. 
T?e  co!^rthaefore  adopts  the  goal  of  determining  whether  Congress  intended 
Ke  ProjSc?  to  apply  acr^ge  limitation  to  privately  owned  lands  in  the 

^Tto^sThSst  stage  of  a  bifurcated  trial.  Not  included  in  ^s  phase  of  the 
pr^idtags  are  the  nature  and  extent  of  "P^%it.Perfected  rights"  of  t^^ 
K^n^f-defendants,  as  that  term  is  defined  in  f^Supreme  Cou^  decree  m 
ATma  v.  Califomai37&  VS  340,  341  (1964^,  or  the  issue  of  ^I'etlf  ^  tjie  lan^ 
owners  have  any  "vested  rights"  to  Colorado  Kiver  water  as  against  the  United 


States. 


V.  THE  STATUKfey  I^NOTJAOE 

Plaintiff  contends  that  the  Boulder  Canyon  Project  Act  is  a  r«:la^atton 
nrolMt  aid  that  §§  1,  4(b),  12  and  14  incorporate  general  reclamation  law, 
one  DokTn  of  which  is  §  46  of  the  1926  Omnibus  Adjustment  Act,  43  U.S.C. 
§  lase  The  ?attTstetute  provides  that  no  privately  ovmed  lands  in  excess  of 
leTacret  shall  receive  water  from  a  new  project  or  new  di'  slon  of  a  project 
.Therefore,  the  adreage  limitation  must  apply  to  private  lands  within  the 

°Fow 'sections  in  the  Project  Act  advert:  b  Reclamation  law^Sectlonl^ 
.  that  construction  costs  for  the  canal  are  to  be  reimbursable  as  provided  in 

*'l^tt!riw  oTthe  Project  Act  instructs  the  Secretary  to  provide- for 
revenues    ^  ^^^^^^^^^     otherwise,  adequate  in  his  judgment  to  insure  paym^t 
of  all  expenses  of  construction,  operation  and  maintenance  of  sa^^^^ 
and  appurtenant  structures  in  the  manner  provided  in  the  reclamation 

SMti^n'  n  defines  reclamation  law  as  the  1902  Beclamation  and  and  Acts 
"amendatory  thereof  and  supplemental  thereto." 

'"^%Wsir^Iute"'de^'Jd"at^^  wMch 
said  reclamation  law  shall  govern  the  construction,  operation,  and  man- 
,^    IgemlS  Wfe  works  herein  authorized,  except  as  otherwise  heretn  pro- 

vided."  (emphasiS^  supplied)  ^-   

Plaintiff  asserts  that  the  phrase  "construction,  operation  and  management  of 
fncludes  water'^deUvery.  Since  5  46  of  the  J926  Act  was  J:he  most 
receA  addition  to  reclamation  law  at  the  time  the  Project  Act        Passed,  it 
applies  to  condition  deUvery  of  water  upon  fmpUance  y^th  acreage  Itai^^^^^ 
PlaintifC  continues  by  pointing  out  that  §§  1  and  4(b)  o^^e  Project  A^ 
.reauire  repayment  contracts  pursuant  to  reclamation  law,  and  the  only  means 
Kntractlng  Jn  1932  was  to  accordance  witii  §  46  which  required  acreage 
limitation  Thus,  the  1932  contra6t  necessarUy  incorporated  an  acreage  li^"?^- 
lion  Scatrto  priva    lands.  Limited  to  these  facts,  plaintiff's  theory  of  tiie 

^"J^oser^xSttfxf  rtS^^^^  however,  that  .tiie  references  to  rec^mation  law 
are  carefully  qualified,  most  noticeaWy  by  the  §  14  language  that  reclamatton 
faw  applies  "except  as  Ottierwise  herein  provided."  And  Cfgress  has  J^other- 
wlse  provided"  in  §  5  that  the  Secretary  may  contract  for  storage  and  delivery 
of  wK  Section  5  does  not  refer  to  .reclamation  law  or  acreage  limitation, 

•  Vdall  D.  Tollman,  tupra,  at  p.  16.  .  fcl 

'4*»,'i/J°?h2  C^1.tfrv°of  ttVlntSloni.  hereby  authorised,  under  «uch  general  regnln- 


*  an4  this  is  the  section  where  si»ch  reference  would  be  mpst  logical  if  water 

*  nw7„  ?  *°  ^  «°"<»"i'>»ea  on  acreage  limitation.  Where.  ConS  "a^  em' 
fn  fhf- «  hT  F}'^"^  ""i^  excluded  it  In  .another,  it  should  not  be  impS 
371  Tl  I  T?^l."  ,5,1  Pederal;Trade  Commission  v.  «««  Ofj  al! 
371  U.S.  505  (1963).  The  repayment  provisions  of  §  4(b)  are  limited  to 

,rai0?o?".^»ve°?r"°''^        ^^^^'^^  ^ 
^Sectton  1  Of  the  statute  requires  reimbursement  for  the  main  CMatand 
fr^te  "n^er  reclamation  law,  but  the  clause  imStely  fMw- 

fl^  m!  '""^^se,  "...and  shall  be  paid  out  of  revenues  deUved  frdm  the  saTe 
and  disposal  of  water  power  or  electric  energy . . . suggests  that  tl^^erence 
to  reclamation  law  merely  estabUshes  the  principle  elpressiradded^  ttat 

^  alTto  nin^i^HS?,*  to  pajd  for  by  the  sale  of  povver^erhaps^ost  damaSng 
Of  all  to  plaintiffs  case  is  the  sentence  next  following-       .  J*  * 

Provided,  however,,  that  no  charge  shall  be  made  for  water  or  for  the  use 
Y^^eys:-"'   '"^''"^  irrigation.  ..  in  the  lSpe4?  or  CoalheUk 

H^h^^^lT  exemption  from  charges  for  water  is  one  example  of  the  distinc- 
i^Jl  ''^tween  water  delivery  and  the  concepts  of*  reimbursement  for  nrolect 
Znu.Zt  ope-^ation  and  maintenance"  which  is  dra^ 

™s  ftnf^Lirff  ^^^^^  examples  are  found  in* Sections  8(a)*  and  8(b)^ 

ff^*  w!P*  supports  the  conclusion  that  the  phrase  Construction 

operation  aifd  maintenance"  in  §  14  includes  water  delivery  •  *='»°^t""="''n' 
s  tag  plaintiffs  incorporation  theory,,  an  essential  inquiry  is  whether 

l(f)'o£X*'ae:fAc?wyh'^^^  ^  '^omp-^n  ot^'sSZ 

^i«:L^^  C-  .  4^'^*  ^^^"^  §  of  Omnibus  Adjustment  Act  reveals 
AcT  t.'ifnJilJ**  P/^^V"  ^  displacement  of  §  46  by  the  terms  of  the  ProS? 

try  Son^S^^fi^'^Zr''^''^'''''-  §  *(^>  ^o^t^^^ct^  aJe  dfscretton-  . 

8  dVhv  i  ^  repayment  and  limitation  on  Water  deUvery  but 

8  2,  ^oes^not  mention  water  deliv&y  because  §  5  covers  that  topic  ^d' 
!rf  executed  before  water  delivery,  while  S  4{b)  6ontra?t8 

ZVh^^  f         "^'""^^  ^  appropriated.  From  this  it  Uears  ttat  th^ 

HmCn^  *°        not  expressly  prpvided  for  in  the  Project  Act  is  the  acreagl 

tag  It  fs  ^1  kP?v  oLrr'^''"'^^  "^^'^  *«='>°1«'>1  d^teH^  0?  contS 

ing.  It  is  unlikely  that  Congress  would  relegate  an  issue  as  imnnrtnnt-no 

acreage  limitation  for  private  lands  to  mfflrect  taclS   Th^^^  ^« 

^  ^  °f       P'^o^^^t  expressly  li^lt?publ1?rand^ 

?or  nw™.  T^r*^^^."  160  acres.  The  absence  of  a  similaTp^oS 

Sv^tf  land  "  If  ftet-o^p' .^A^l  ^^^""^  ^^^'^  ""^^^^  ll^itati^n  to 

S  3  of'the  ijm2  A?f  w  ™i  incorporate  general  reclamation  law,  then 

nnnecUary  "^'^ ^""^  direction  of  J  9  would'be 

™^w.'i"5„l  ^''^         contract  between  the  Government  and 

^^fl         ,«""ie'«.Pursuant  to  §  46  is  unsupported.  The  contract  at  Article  I 
11^^^  f^"*      ^'^l  """^^  pursuant  to  the  1902  Redamation  Act  "and  acts 
p7oJectlc't  C„n3^"".f'^<S^  '^^'^f*"  •  •  •  """^  particularly  pursuant 
Dursuant  to  8  -^tf  f^i^^^*^?^^^^^  """l*  simply  have  been  made 

ttTp  s  rii  ^""^  Project  Act  and  §  l  of  the  1922  Reclamation  Ac^  43 

ofme  iil  Z^ZZ^^^  ^^^T^      ^       forecloses  the  argument  ftat  §  ll 
J^.  i  P"^"^*^^*  *l*e  only  means  of  contracting  for  repayment  in  19^2 

and^tadicates  that  if  Congress  had  tatended  i  46  to  Ipp°y,  if  Tuld  have  so 

!.Sl^°T?         provides  in  part: 

win  be  binding  on  the  United  StntM  ^nn hi  *^2  !J!'"  S?"°  recites  that  no  such  contract 
it  ground  for  aj^peal  be  lald.'^  competent  jurisdiction,  or  pending  appellate  action 
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Finally,  the  Project  Act  contains  a  comprehensive  set  of  provisions  relating 
to  the  .rights  of  prior  appropriators  of  ColoraiJo  Biver  Water  ui\der  the 
CQlo|»^hrNRiver  Water  Compact  Section  6  of  the  Project  Act  names  as  the 
second  use.  of  the  dam  and  reservoir  the  "irrigation  and  domestic  uses  of 
satisfoction)  of  present  perfected  rig^bits  in  pursuance  of  Article  VIII  of  said. 
Colorado  Baver  Compqfit  .  ^ Under  the  decree  in  Arizona  v.  California  con- 
struinguthe  Project  Actt,  the  application  of  a  specific  quantity  of  water  to  a 
defined  area  of  land  is  an  essential  element  of  a  perfected  right.12  it  was  held 
In  the  court's  opinion  that  the  Secretary  is  required  to  satisfy  present  jper- 
fected  rights.i^  This  duty  of  the  Secretary  to  supply  water  to  an  area  where 
present  perfected  rights  exist  is  repugnant  to  the  concept  that  the  United  States 
may  at  the  same- time  shut  off  water  d^lveries  destined  for  lands,  be  they 
excss  or  not,  entitled  to  the  beneficial  use  of  Colorado  Biver  water  in  the 
exercise  of  these  rights. 
\Section  8(a)  of  the  Project  Act  subjects  the  United  States  and  all  water 
us^^to  the  controlling  effect  of  the  Colorado  Biver  Compact  and  constitutes  a 
reco^&Hia2L.bx>£iongress  of  the  guarantee  of  present  i>erfected  rights  found  in 
Article  VIII  of  the  Colorado  Biver  Compact. 

In  Section  13  of  the  Project  Act,  the  Colorado  Biver  Compact  is  approved. 
There  is  a  second  statement  that  the  rights  of  the  United  States  Are  controlled 
by  the  Compact,  und  the  pre-project  water  rights  are  made  covenants  running 
witb  the  land  for  the  benefit  of  water  users.  These  covenants  are  expressly 
made  Available  to  them  for  use  in  any  litigation  concerning  Colorado  Biver 
water. 

The  combined  effect  of  §{  6,  8(a)  and  13  of  the  Project  Act  is  to  express 
Congressional  intent  that  the  present  perfected  righta  be  protected  from  inter- 
ference by  any  contrary  provision  of  tBWProject  Act  or  reclamation  law.  The 
specific  and  repeated  guarantees  found  in  these  sections  indicate  that  any  pro- 
vision such  as  acreage  limitation  which  would  curtail  such  rights  would  be 
tletailed  in  correspondingly  exact  language.  Neither  the  references  to  reclama- 
tion law  contained  in  §§  1,  4(b),  12  and  14  of  the  Project  Act,  nor  any  other 
term  thereof  demonstrate  Congressional  intention  that  acreage  limitation  apply 
to  privately  owned  lands  in  the  District.  ' 

Two  additional  propositions  urged  by  plaintiff  merit  consideration  in  con- 
struing the  statutory  language.  First,  it  is  contended  that  the  Project  Act 
created  a  federal  subsidy ;  and  thatitherefore  the  Act  must  be  strictly  construed 
against  the  grantees  (defendants).  SUvely  v.  Bowlby,  152  U.S.  1  (ISM). 
Hawever,  the  Project  Act  set  in  motion  a  great  project  conferring  many  and 
infcortant  benefits  on  all  parties  involved,  including  the  United  States.^^ 

Among  the  national  interests  advanced  by  the  Boulder  Canyon  Project  are 
included :  ■         «  > 

(1)  The  inclusion  within  the  District  by  annexation,  pursuant  to  Article  34 
of  the  contract  between  the  Government  and  the  District  dated  Pecember  1, 
1032,  of  some  250,000  acres  of  Government  lands. 

(2)  Added  capacity  In  the  Canal  for  the  servicing  of  such  lands  and  some 
11,000  acres  of  Indian  land.  '  ^ 

(3)  Flood  control  for  the  purpose  of  preserving  the  liaguna  Dam  and  pro- 
tecting the  Yuma  Beclamation  Project  as  well  as  protecting  the  public  lands 
and  private  interests  in  Imperial  Valley. 

,  (4)  The  ontrol  of  silt  because  of  the  federal  government's  problem  in 
handling  sUt  in  ttie  Yuma  Project.  .  i. 

(5)  The  need  to  build  a  canal  on  Ail-American  soil  to  put  the  United  states 
in  a  position  to  bargain  with  the  Mexican  Government  over  the  use  of  the 
water  of  the  Colorado  Biver.  '  ■ 

(6)  It  enabled  the  United  States  Government  to  reclaim  and  put  to  use  large 
tracts  of  public  and  Indian  hinds  of  the  United  States  in  Coachella  Valley. 
Application  of  this  rule  of  constrjiction  does  not  advance  the  search  for  acreage 
limitation  in  the  Project  Act. 


«  376  U.S.  340,  341. 

"i^  report  ^of%he  Conjrress  which  passed  the  Project  Act  detailed  the  benefit  to  all 
parties  and  described  the  Project  as  a  folnt  venture  by  neceasl^  tt«i*.^  g*.*— 

"Neither  Imperial  Irrigation  Dlatrlet.  the  Coaehella  dlstriet,  nor  ije  United  States 
could  afford,  alone  to  build  a  canal  from  the  river.  Acting  In  conjunction,  the  canal  is 
entirely  feasible."         ^         *  ,        -^^n   x  «^ 

Report  No.  5»2,T0th  Congress,  March  20,  1028  at  p.  21. 
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« JSL  argument,  plaintiff  also  contends  that  because  there  Js  T>r.  «.-r 

press  exemption  from  the  acreage  limitations  of  recLmationSaw  the  Hmital 
tlon  must  apply.  In  this  matter,  reliance  is  placed  on  the  folIowTnc  stalpmln^ 
In  Imnhoe  Irrigation  DMrlct  v.  McOrac1cen,  S57  V.S  275  2^  n^m^ 

clrcumstta  thp"rnn^'iL^h°„^"^  been  ^exempted  because  of' peculiar 
enactment  '^  '       ^^^^S^ess  has  always  made  such  exemption  by  express- 

iHS~e  SIS  ^.s^° »,  'kSsIH 

Spson  PrXv?o  fllfl  not  come  intoVogue  until  1938  with  the  ColoradUlg 
Kn  troS  lct.  te^  years  after  passage  of  the  Bouldef 

yi.  UCGISLATIVE  HISTORY 

Secure  in  the  belief  that  the  statutory  language  clearlxi-  Dr<*rlufl<»R  nn  1ti 
San  e"  C  peX  InCnf  in*'^  cpurt  appSs^^aff  hTst^^^^^^ 

a  psychoanalysis  of  Congress."!'  The  language  sought  In  thf  halls  of  r?nSp«« 
"""^l  ^"        Pl""''  0'  ""Other,  an^  tK  Sart1cular??S 
?«ol'  f^""       proceedings  In  Congress  which  culminated  In  the  Project  Act  of 
1028  spanned  nearly  a  decade.  However,  the,  disagreement  of  exnerts  In 

exSatZ'oTle".?i«^^  WarlfaentoTpolW  reqXfsome 

«   *\?'.j!^^'2>t'7^  history  for  Its  teachings  on  Congressional  Intent 

Bo^der^Canvo^Prnfp"    ^i?/'  ^^^^  '««"<Jf»S  c^onsCtlon  ol  the 

i.^Vlof.^^^^^SIUn^'^''^^*'*  *4  "Ot  contain  an  express  provision  for  acreaee 
™n«,?"  ^"  ^'fi*'  "  ^^^t^^"-        (H.R.  11553)  was  tat?odu^ed  whlfh 

conta  ned  a  speciflc  acreage  limitation  provision.  It  became  anrarent  that^nrp 

CoSs"s  in  mo  ruthnrer  T^J'^'"^  thnLSu7pVo5ec\Tnd 

n^TnJ^Ji^B  ^^  l^^  ^         ^h**'^  resulted  m  the  comprehensive  Fall-  ' 
A^pri™^^^     ,  ^   ,  ^^^^^  reaffirmed  prior  recommendations  for  an  A  it 
American  Canal,  and,  based  upon  engineering  BtmHes  nf  <inm  aif »<.  . 

grfssman  P^fq^ni*'!' H"",*'  ^P"*'  ^^'"'tor  Hiram  Johnson  and  Con- 
^i^^^^     Phil  Swing  introduced  identical  bills  in  thi  Senate  and  House  nro- 

&"Se  WUs  dfc^nn/""-^,"'*"""  ganal  and  high  dL  nea^^B^oufder 
^.anyon.  inese  bills  did  not  contain  an  express  acreage  limitation  nrovlslnn 
Due  to  continuing  controversy  over  dam  sites,  neither  bill  w™  reported  out 
committee  during  the  67th  Congress.  ^  uui  wu»  rtporrea  out  of 

}^^,^^^  Congress  convened.  Senator  Johnson  and  Congressman  Swine 
again  introduced  identical  bills,  neither  providing  expr*sly  for^creage 
Hon,  but  again  neither  bill  Wa^  reported  out  of  committee 
.inio,!  ^  Congress,  Senator  Johnson  and  Congressman  Swing  each  Intro- 

.  ^."i"^^  ^^'"■'"K^  *n  1026  before  the  House  Committee  on 

Irrigation  and  Reclamation,  the  question  arose  whether  either  of  the  nendin^ 
Swing  Bills  (H.R.  6251  and  Hr/9826)  would  make  acreagf  limltationn^^ 
Mea,f".hPn"pn'n,'",*,5'  ^aHey.  Congressman  SwlnVaTDrMwo,^ 

Moc^lv  t^T^^T",  "^.f.*^"  Bureau  of  Reclamation,  both  stated  un- 

»a^Ji^''i£*''Vlo\^'i¥"'  ^rmtiei  VommUslon,  345  U.S.  29B,  319-820  (1968)' 
(19221""  Protlemt  of  the  Imperial  Tiliev  and  VMniti  tim  ttn?!  2nd  Sen. 
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•Mr.  Sinnott^*  I  would  like  to  ask  the  doctor  I«  there  any  proTision  in  the 
bill  sponsored  by  the  Secretary  on  the  farm  unit  on  the  lands  to  be  irrigated? 

"Dr.  Mead.  This  bill  does  not  go  beyond  the  provisions  for  three  things.  One 
is  the  dam— the  reservoir— and  the  second  is  the  power  plant,  and  the  third  is 
the  AU-American  Canal*  It  does  hot  deal  with  irrigation  of  new  lands  ^  at  all. 

'^e  Chairman.  [Congressman  Addison  T.  Smith]  ODhat  is  reserved  for^ 

futute  legislation? 

"Dr.  Mead.  Yes,  sir. 
<« 

^*Mr!  Sinnott.  The  present  owner  can  occupy  his  present  farm  unit? 
"Dr;  Mead.  Yes,  sir. 

*'Mv.  Birmott  No  matter  iohat  ihat  might  def 
"Dn  Mead,  Yes. 

"Mr.  Sinnott.  What  is  that  now  in  the  Imperial  Valley? 

"Dr.  Mead.  Of  course,  it  varies  vrtdely.  There  Is  not  any  law.  There  are  a 

good  many  large  holdings  there, 
tt 

"Mr.. Sinnott  There  is  nothing  in  this  bill  requiring  the  landowner  to  sell 
the  surplus  over  a  farm  xmit  of  160  acres  at  a  price  to  be  fixed  by  tM  Secre- 
tary, as  is  now  in  the  present  reclamation  law? 

"Mr.  Swing,  no,  «fr."  (emphasis  supplied)  ?i 

After  completion  of  the  hearings.  Congressman  Leatherwood  of  Oregon 
prevailed  upon  the  committee  to  amend  its  print  of  H.B.  96126  by  Including 
an  amendment  requiring  acreage  limitation  provisions  in  all  contracts  for 
the  delivety  of  irrigation  water.^  H.B.  9626  was  reported  favorably  out  of 
committee,  was  debated  on  in  the  House  early  in  1927,  but  was  not  voted 
upon. 

On  the  Senate  side,  on^  of  the  Johnson  billi^  S.8331,  was  also  favorably 
reported  out  of  committee,  but  a  vote  on  this  bill  Was  blocked  by  a  filibuster 
conducted  by  Senator  Ashurst  of  Arizona.  During  the  floor  debates  on  thia 
bill,  Senator  Phipps  of  Colorado  offered  two  amendments  which  would  have 
incorporated  express  acreage  lihiitation  requirements-  Neither  of  these  amend- 
ments was  adopted. 

While  this  third  set  of  Swing-Johnson  proposals  did  not  contain  specific 
acreage  limitations  provisions,  it  did  refer  to  reclamation  law,  making  the 
act  a  "supplement  to  the  reclamation  law,  which  iwiid  reclamation  law  shall 
govern  the  construction,  operation  and  maintenance  of  the  work  the 
predecessor  of  {  14  of  the  Project  Act.  The  advice  of  Dr.  Mead  and  Con- 
gressman Swing  in  Committee,  and  the  preferred  amendments  containing 
express  acreage  limitation  provisions  must  be  read  In  conjunction  with  this 
f  14  language  in  the  bUls,  language  which  plaintiff  now  contends  Incorporates 
the  acreage  limitation  features  of  {  46  of  the  1026  Act  The  timing  of  these 
occurrences*  is  deserving  of  Interest,  for  this  Was  the  Congress  which  months 
earlier  had  passed  the  Omnibus  Adjustment  Act  of  1^  and  would  pre- 
sumably be  most  sensitive  to  the  possibility  of  incorporating  S  46  acreage 
limitation  into  the  Project  Act  by  means  of  the  language  which  wa«  to 
become  1 14. 

The  70th  Congress  saw  the  introduction  of  the  fourth  Swing- Johnson  bUls* 
and  at  the  outset  one  striking  development  Is  i.oted.  WhUe  all  previous. 
Swing-Johnson  bills  had  been  identical,  now  Congr^essman  Swing's  bill,  H.R. 
6773,  contained  a  specific  acreage  limitation  proviso,  but  Senator  Johnson's 
bill,  S.  728,  did  not  contain  any  such  limitation.  -J 

H.B.  5773  Was  reported  favorably  and  was  passed  by  the  House  after 
brief  debate.  In  the  Senate,  Senator  Ashurst  proposed  another  bill,  S.1274, 
which  e^Spressly  included  acreage  limitation.  The  Senate  committee  refused 
to  take  action  on  this  bill  and  likewise  failed  to  incorporate  an  amendment 
by  Senator  Ashurst  to  S.728  which  would  have  added  acreage  limitation. 
8.728  was  reported  out  of  committee  with  a  recommendation  for  passage," 
but  Senate  debate  on  the  measure  was  again  bogged  down  In  a  filibuster  by 


OongresBman  Sinnott  of  Oregon.  .       ^      .      ^    *  ^  .  ^v.    »  xi.  ^aa* 

» I.*.,  E  "new'*  project,  In  the  language  of  the  Department,^  And  |  4«  of  the  1026 
Omnibus  Adjustment  Act,  upon  which  plaintlfl  rellei»  only  reUtet  to  "new"  projects 
or  "new  divisions'^  of  old  project*-  ^  ^       ^  t  ^  a* 

« Hcarino$  an  H.R.  szsi  and  II.R,  98f9  Before  the  JToute  Comntittee  on  Xnigation 
and  HccJamation,  09th  Congress,  pp-  82'-33  (1920).     ■  ^ 

Rcpt.  No.  1657  on  H.B.  982S,  69th  Cong.  2nd  Bess,  at  pp.  29-80  (1926). 
«  S.  Rcpt.  592  on  S.  728.  70th  Cong,  lit  Seii.,  March  20, 1928. 
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the  Arizona  Senator.  At  the  beginning  ot  the  second  session,  the  Senate  imder- 
took  consideration  of  H.R.  5773  under  the*  floor  management  of  Senator 
Johnson.  Senator  Hayden  of  Arizona  had  called  attention  to  the  discrepancy 
helween  the  House  and  Senate  versions  in  the  matter  of  acreage  limitation 
and  proposed  a  corrective  amendment.  This  amendment  was  not  adopted. 
Senators  Ashurst  and  Hayden  on  several  occasions  called  attention  to  their 
«  amendments  and  criticized  the  Senate  bill  for  its  lack  of -an  acreage 
limitation  applicable  to  private  lands.2<  n^-icasc 
The  statements  of  Senators  Phlpps,  Hayden  and  Ashurst  recur  too  fre- 
quently and  are  too  pointed  to  be  disregarded.  While  the  statements  of 
-    opponents  of  a  bi  1  may  not  be  authoritative,  "they  are  nevertheless  relevant 
and  useful,  especially  where,  as  here,  the  proponents  of  the  bill  made  no 
response  to  the  opponents'  criticisms."  so  ' 

In  this  session.  Sen.  Johnson  moved  to  substitute  S.728  for  H:R.  5773  so 
f"ho  LJo^H^/A%''""»i°^.*''""^-^  °'  *ext  of  S.728,  leaving 

^Lcnn    1  ,  '^''L^^L^*'"'.       ^'^''^^^  acreage  limitation  provision.  Senate?- 
Johnson  advised  ^the  Senate  that  H.R.  5773  contained  "like  purposes  and  like 
designs"  and  that  the  substitution  was  offered  to  "preserve  orderly  lerislat  vl 
procedure."  Unanimous  consent  to  the  substitution  was  obtatoed^o  ^  '  ' 
^Thls  action  is  puzzling  no  matter  how  you  read  the  completed  statute  with 
Regard  to  acreage  limitation.  Plaintiff  contends  that  because  there  was  unanl- 
1°  even  from  Senators  Ashurst  and  Hayden, 

thfe  Senate  believed  that  acreage  limitation  was  Incorporated  by  the  general 
references  to  reclamation-  law  and  that  there  was  no  real  dli^g/ence  However 
the  numerous  amendments  proposed  and  the  remarks  during  debate  clearly 
show  that  Congress  did  not  understand  the  two  bills  to  be  Identical  WTiy 
someone  on  either  side  of  the  issue  did  not  point  to  this  Mgnlflcant  dWerence 
is  a  quest  on  which  probably  cannot  be  answered  now  except  by  speculation 
To  conclude  the  chronology,  the  Senate  passed  this  version  ofthe  bilT 
I'n^t^^a'^^ofD^ele^lf./Lar'^-"^  P-^-^-*  Coolid^' sSed'^it 

There  remains  the  question  of  why  Congress  desired  to  exempt  these  lands 
i^^ISZHnn^l  limitation  when  that  policy  had  been  a  corneXne  of  prior 
«f„H,f "  ^  °  discussion  of  the  plain  language  pf  the 

of  rnf;.^r'?,f '  ^"""''''^  legislation  recognizing  prior  rights  to  Appropriation 
hL^  '^S,^^''  had  been  established  by  land  cittvators  in 

the  Imperial  Valley.  The  proceedings  before  Congress  show  that  it  was  aware 
fn.^^'.Zf^l  '^^^f  ^.^'^  i"  Imperial  Valley  and  that  provlslons-of  ||  l^Ts! 
and  13  of  the  Project  Act  were  designed  to  protect  these  rights  from  charts 

nL7rZr!^rf''^'^.^'\^  '°  'T'"''  '^Shts  deriving  from  the  CoKo 

Blver  Compact  jyould  be  recognlzed.^^  The  steps  taken  to  protect  these  rights 

Prnln?''*""^"'?"^  the  fact  that  the  All-American  Canal 

Project  was  not  merely  an  arid  lands  reclamation  project,  but  wns  n  srWlni 

wltTrreX^as  i'^'^'V  ^"rr-  'ncag'Z^rTegotfa'tton 

with  Mexico,  as  well  as  for  regional  agricultural  development\  ■ 

VII.  ADMmiSTBATIVT!;  PBAOTICE  \ 

,,1^  construing  a  statute,  weight  must  be  given  to  Interpretation  placed  "on 
i^Qse  charged  with  its  administration.  M TIS  381 
U.S.I  (1965).  See  also  Udall  v.  Tallman,  380  U.S.I  (1964)   Resnect  for 
«ve''n^nnHn  1«  particularly  appropriate  S  fheTdmMstra: 

tlve  practice  Involves  a  "contemporaneous  construction  of  a  statute  bv  the 
men  charged  with  the  responsibility  of  setting  its  macUne^  in  motion  of 
making  the  points  work  efficiently  and  smoothly  while  they  are  yrt  u^tri^ 
P^;^i,^.'>'^<'<'l'(<'\^itro!fcn'Prodmt»  Co.  v.  United  S Je,"  288  U.S^  m 
^Af/o^i^^'    ^^''If  P^leotriciam,  SOT  U.S.  390,  408  (1961) 

9/,oo,*'°T."","°?^  "'^  Department,  Secretary  Wllburon  February 

24,  ijm,  advised  the  Imperial  Irrigation  District  by  letter  that  the  acreage 
limitation  of  reclamation  law  did  not  apply  to  private  lands  la  the  imSl 
Valley.  This  letter  stated  in  pertinent  parts  as  follows :  Imperial 

'   -py 

See  e.;r.»  CO  Conf;.  Rec.  9451. 

CrjRerWo'2^r 
7o"c^ons.''Hi.c."233"*''  ^'"^ ™         """-."SS !  Bcnarks  o(  Senator  JohnMn 
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**Early  in  the  negotiations  connected  with  the  Alt-American  Canal  contract 
the  question  was  raised  regarding  whether  and  to  what  extent  the  160-acre 
limitation  is  applicable  to  lands  to  be  irrigated  from  this  canal.  Upon  careful 
consideration  the  view  was  reached  that  this  limitation  does  not  apply  to 
lands  now  cultivated  and  having  a  .present  watdr  right  These  lander,  having 
already  a  water^  right,  are  entitled  to  have  such  vested  rights  recognized 
without  regard  to  the  acreage  limitation  mentioned.  Congress  evidently  recog- 
nized that  these  lands  had  a  vested  right  when  the  provision  was  inserted 
that  no  charge  shall  be  made  for  the  storage,  use,  or  delivery  of  watei?  to 
be  furnished  theie  areas,  ^.      ,^  ^ 

In  connection  with  the  activities  of  the  Bureau  of  Reclamation  it  has 
been  held  that  the  provisions  of  section  5  of  the  reclamation  act  restricting 
the  sale  of  a  right  to  use  water  for  land  In  private  ownership  to  not  more 
than  ICO  acres  will  not  prevent  the  recognition  of  a  vested  water  right  for 
a  larger  area,  and  protection  of  the  same  by  allowing  the  continued  fiowage  of 
the  water  covered  by  the  right  through  the  works  constructed  by  th^  Gov- 
ernment. .  (Opinion  of  Assistant  Attorney  General,  S4  L.D.  351 ;  Anna  M. 
Wright,  40  WD.  116).  On  many  projects  it  has  been  the  practice  to  recogr 
nize  vested  rights  in  single  ownership  in  excess  of  160  acres  and  to  deliver 
the  water  necessary  to  satisfy  such  rights  through  works  constructed  by  and 
at  the  expense  of  the  Government  This  is  true  of  tlte  Newlands  project,  the 
North  Platte  project,  the  Umatilla  project,  and  others." 

Pursuant  to  Article  31  of  the  December  1, 1932,  contract,  judicial  proceedings 
for  the  confirmation  of  the  contract  were  institutedyn  the  California  Superior 
Court  for  Imperial  County,  sub,  nom.  Hctoes  v.  All  Persons.  (Civil  No.  15460, 
unreported,  1033).  The  United  States  was  not  named  a  party  but  was  kept 
advised  of  all  steps  in  those  proceedings  and  furnished  with  copies  of  all 
pleadings  and  papers  filed  therein.  There  was  directly  raised  in  the  pleadings 
the  question  as  to  whether  the  160-acre  limitation  had  application  to  privately 
owned  lands  within  the  District.  At  no  time  did  the  United  States  voice 
opposition  to  the  proposition  urged  in  the  litigation  that  160-acre  limitation  did 
not  apply  to  landholdings  within  the  District,  either  by  intervening  in  said 
action,  appearing  therein  as  amicus  Curiae  or  otherwise. 

The  decision  in  said  cause  of  11  execs  v.  All  Persons  upheld  the  authorization 
for  the  the  validity  of  the  December,  1932  contract,  as  written,  i.e.,  as  being  a 
contract  which,  consistently  with  the  knowledge  and  intent  of  the  parties 
tliereto,  contained  no  clause  or  provision  having  the  effect  of  imposing  the  160- 
acre  limitation  upon  pr^ate  landholdings  within  the  District.  The  decision 
expressly  held  that  the  acreage  limitation  had  no  application  to  pHvatelv  oitmed 
lands  within  the  District.  At  all  times  during  the  construction  of  the  All- 
Amerlean  Ottiial  and  thereafter,  the  United  States  was  aware  of  the  holdings  of 
the  Superior  Court.  During  the  years  when  the  All-American  Canal  was  being 
constructed,  no  one  in  the  Bureau  of  Reclamation  or  Department  of  the 
Interior  suggested  at  any  tim«  that  the  acreage  limitation  was  or  should  be 
applicable  to  the  Imperial  Valley. 

In  1941,  B.  P,  King,  an  attorney  in  the  Bureau 'of  Reclamation  was  author- 
ized by  (Commissioner  of  Re<^laniation,  W.  .T.  Bunks,  under  instructions  of  the 
Secretary  of  the  Interior,  0arold  L.  Ickes,^o  make  a  comprehensive  study  of 
the  excess  land  law.  Pursuant  to  these  directions,  a  report  was  flled  in  the 
same  year  entitled  "The  Excess  Land  Provision  pf  the  Federal  Reclamation 
Law.**  In  the  report,  Mr.  King  gave  consideration  specincally  to  the  All- 
Ameriean  Canal.  Mr.  King  concluded  that  the  excess  land  provisions  of  federal 
reclamation  law  were  not  applicable  to  the  Imperial  Valley. 

In  1942.  the  General  Counsel  for  the  Federal  Land  Bank  at  Berkeley  raised; 
the  question  as  to  whether  the  160  acre  limitation  was  applicable  to  privately 
owned  lands  within  the  Imperial  Irrigation  District,  Imperial  County,  Cali- 
fornia. The  officials  of  the  Federal  Land  Bank  at  Berkeley  were  informed  by 
the  Bureau  of  Reclamation  that  the  limitation  did  not  apply  to  such  lands. 

In  1946,  the  Bureau  of  Reclamation  published  its  "Landownership  Survey  on 
Federal  Reclamation  Projects."  This  survey  reflected  no  excess  land  acreage  in 
the  Imperial  Valley,  * 

Perhaps  the  most  serious  challenge  to  the  administrative  policy  initiated  by 
the  Wilbur  letter  arose  in  1944-1945  in  connection  with  negotiations  for  a 
supplemental  repayment  contract  to  be  entered  into  between  the  United  States 
and  the  Coachella  Valley  County  Water  District.  Solicitor  of  the  Department 
Fowler  HariK»r  rendered  an  opinion^  on  May  31,  1045,  stating  that  Section  14 

»n  Vccdiont  of  the  Department  of  the  Interior  496  Appendix  H  at  p.  583. 
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of  the  Project  Act  carried  into  oporntion  /the  acreage  limitation  provisions  of 
reclamation  law  and  that  acreage  limitation  should  be  Incorporated  in  the 
Coaehella  contract.  He  noted  that  tlio  Wilbur  letter  was  limited  to  Imperial 
Valley,  but  he  ciiticized  it  pn  the  basis  that  it  disregarded  all  other  excess- 
laml  provisions  except  section  5  of  the  1002  Reclamation  Act 

Following  approval  of  the  opinion  by  Secretary  Ickes,  a  supplemental  con- 
tract was  executed  on  December  27.  1017.  which  Imposed  acreage  limitations  in 
the  (  oachella  Valley.  Compliance  was  voluntary  on  the  part  of  the  Coaehella 
Uistrict,  and  no  litigation  on  the  issue  ensued.  Whether  this  acceptance  was  in 
recognition  of  the  correctness  of  the  ruling  or  iperely  reflective  of  the  fact  that 
^Qvo  were  few  excess  land  holdings  Is  unknown. 

The  l)er»artment  was  left  In  the  seemingly  anomalous  position  of.  enforcing 
acreage  limitation  in  Coaehella  Valley  under  the  Project  Act  while  allowing 
excess  land  holdings  In  the  Imperial  Valley,  it  will  be  recalled  that  section  1 
of  the  Project  Act  prohibits  charges  for  the  "use,  storage  or  del  very  of  water 
'  ;  '1°.*"^  Imperial  or  Coaehella  Valleys."  llils  apparently  contradictory  state 
of  affairs  was  called  to  the  attention  of  Secretary  Krug  in  1048.  In  a  letter  to 
H.  U  Hermann  of  the  Veterans  of  Foreign  Wars,  commenting  on  this  jsltuatlon. 
the  {Secretary  noted  that  as  a  technical  matter  the  Harper  opinion  applied  only 
to  Coaehella  Valley.  He  further  stated :  ^     a  j 

"Concerning,  however,  the  substantive  questions  which  relate  alike  to  botli 
districts,  we  have  concluded  that  Inasmuch  as  the  Secretary  of  the  Interior 
then  charged  with  the  administration  of  law  construed  the  acreage  limitation 
as  not  b(?Ing  applicable  to  lands  of  the  Imperial  Irrigation  District  under  the 
facts  as  he  then  understood  them,  and  It  being  clear  that  the  then  owners 
am  subseauent  purchasers  of  Irrigable  lands  In  ftie  Imperial  Irrigation  District 
were  entitled  to  reply  upon  advice  from  the  Secretary  and  thus  establish  an 
economy  In  the  district  consistently  with  that  advice,  they  should  not  now  bo 
abruptly  advised  that  the  economy  of  the  project  Is  to  be  changed  under  a 
contrary  ruling  of  the  present  officer  charged  with  the  administration  of  the 

To  the  r^jtcnt  therefore,  that  the  actual  faet  aitnaiion  with  respect  to  lands 
ana  tcater  riffhtu  may  he  identical  in  the  tico  diatricta  in  question,  and  to  the 
extent  that  the  advice  furnished  in  the  OaaehcUa  case  would  othertoisc  he  ap- 
pUcahle  in  the  Imperial  case,  we  feel  that  wc  must  alloiv  that  inconsistency, 
t7  continue.  I  think  that  you  will  understand  the  position 

which  the  Department  must  take  In  this  matter  In  fairness  to  those  who  have 
«r,«olL^"  ^^"""^  .even  though  that  action  might  now  be  subject  to  valid 
qtaestlon.   (emphasis  sui)plled) 

While  the  Secretary  basetl  his  reluctance  to  press  the  Imperial  matter  fur- 
ther on  considerations  of  fairness  to  those  who  had  long  relied  on  the  Wilbur 

ii«u  '^^«*"^Wously  avoided  conceding  that  an  Inconsistency  existed  because 
fwn  '  "'"'V  J''^'       informed  of  the  status  of  water  rights  iS  the 

two  dlstrlfitn.  In  his  opinion.  Solicitor  Harper  states: 

"Although  the  language  of  the  letter  of  Secretary  Wilbur  seems  broad  enough 

nniv  f'^nLVr.^T''';""  l^t^^r  was  clearly  Intended 

J» the  Imperial  Irrigation  lands.  It  apparently  assumes  that  all 
privately  owned  and  In  the  District  was  under  irrigation  and  has  a- vested 
water  right.  Nothing  In  the  flies  Indicates  whether  «uch  Is  the  factual  situation, 
and  there  Is  strong  Indication  that  the  Coaehella  Valley  lands  are  to  a  verv 
large  degree  as  yet  not  irrigated."  uii.  lu  u  very 

^^.There  was  of  course  ample  data  then  available  to  show  that  In  Imperial 
\a  ley  there  were  In  excess  of  400,000  acres  receiving  pre-project  irrlgatfon  in 
reliance  on  rights  to  Colorado  River  water.  The  major  weakness  of  the  Harper 
J^r™"?  *l to  Imperial  Valley  Ib  its  failure  to  deal  with  thiraueXn 
Of  pre-project  water  rights.  There  was  much  discussion  of  how  section  14  of  the 
iroject  Act  made  that  act  a  supplement  to  reclamation  law.  but  no  discussion 
fLi^n^r^\''T\  rpf^ognitlon  of  pre-existing  rights  under  the  Colorado  River 
nThfrncM^"^^^^^^^^  sect  ons  0,  8  and  13  of  the  Project  Act.  As  has  been  noted 
"J,^,/|'-^^"^''^'»n  «f  statutory  language,  there  is  no  inconsistency  between  a 
prohibition  on  charges  for  the  use,  storage  and  delivery  of  water  and  an  acre- 
age limitation  provision,  but  there  Is  such  an  inconslstencv  between  recoKnizlnir 
«i!I^i!Ji^";!j1^"^  '^^.^^^  "V'^  enforcing  nereago  limitation.  Th^  extent  of  pr(? 
project  do^-Plopment  is  the  Heart  of  the  difference  between  the  Imperial  and 
Coachel  a  situations,  and  this  Is  why  Secretary  Krug^s  statement  of  what  ho 
would  do  if  am  inconsistency  existed  at  that  time  does  not  represent  serious 
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and  informed  criticism  ot  the  Wilbur  policy.  That  It  was  eren  less  a  rejection 
of  that  policy  IH  evidenced,  In  part,  by  the  negotiation  In  1052  of  a  supple- 
mental contract  with  the  Imperial  Irrigation  District  which,  made  no  mention  • 
'  of  acreage  llmltation.^^  m  Article  17  the  supplemental  contract  reaffirmed  the 
contract  of  December,  1032.  Such  reafflrmance  expressly  continued  in  effect  the 
1932  covenants  with  reference  to  the  satisfaction  of  perfected  rights,  the  con- 
trolling effect  of  the  Colorado  Wver  compact  and  the  other  provisions  of  the 
1932  contract  eatWer  mentioned  herein. 

On  Pebruary/5,  1958,  Solicitor  Bennett  of  the  Department  of  the  Interior 
wrote  the  Solicitor  General  of  the  Department  of  Justice  In  connection  with 
the  then  X)endlng  case  of  Arizona  v.  Galtfomia,  373  U.S.  540,  and  the  (fuestjon 
posed  by  Arizona  in  the  oral  argument  therein  as  to  whether  the  160  acre 
limitation  waa  applicable  to  tlie  lands  of  the  Imperial  Irrigation  District.  Solici- 
tor Bennett  stated :  ' 

"The  water  contract  between  the  United  States  and  the  Imperial  Irrigation 
District  was  executed  December  1,  1032,  some  25  years  ago.  The  negotiations 
leading  to  the  contract  were  lengthy  and  extensively  in  tlie  public  view.  Except 
at  the  time  of  court  confirmation,  /  am  not  axcare  of  any  challenge  as  to  the 
Icffality  of  the  contract  during  thia  entire  period.  Water  has  bcCtt  delivered  to 
the  lands  i)f  Imperial  District  pursuant  to  the  contract  since  the  early  1940*9^ 
I  am  not  axcare  that  any  administrative  action  has  dccn  proposed  or  taken 
cither  by  the  preceding  administration  or  hy  this  one  to  recognize  or  enforce 
s  application  of  the  IGO  acre  limitation  to  the  lands  of  the  Imperial  Irrigation 
District." 

The  United  States  acting  through  the  then  Secretary  of  the  Interior  accepted 
the  contract  as  liavlng  been  confirmed  and  acting  thereon  proceeded  to  initiate 
construction  of  the  All-American  Canal  and  engage  upon  a  variety  of  trans- 
actions in  reliance  upon  the  validity  of  the  contract.  There  must  surely  arise 
a  point  of  time,  again  I  believe  lon[t  since  past,  when  the  contract  in  keeping 
icfith  the  terms  of  Article  31  became  binding  upon  the  United  States  and  the 
District.  To  treat  othericisc  at  this  date  could  have  far-reaching  effect** 
(emphasis  supplied) 

This  history  of  the  administrative  practice  has  necessarily  l>een  selective,  but 
a  thorough  review  of  Departmental  policy  has  failed  to  disclose  a  departure 
from  the  Interpretation  initiated  by  Secretary  Wilbur  until  1904.  This  inter- 
pretation was  followed  during  the  incumbencies  of  six  successor  Secretaries 
and  four  Presidential  admlnlstratlons.^o  From  time  to  time  during  the  period 
1033-1904.  a  few  individual  members  of  the  Department  expressed  doubt  as  to 
the  validity  of  the  Wilbur  opinion,  but  these  doubts  never  cryvStallized  into  an 
official  repudiation.  The  Supreme  Court  commented  on  a  similar  situation  in 
United  mates  v.  Xfidtcest  Oil  Co,,  236  U.S.  459,  472-473  (1915) : 

-It  may  be  argued  that  while  these  facts  and  rulings  prove  a  Usage,  they  do 
not  eatabll8h  Its  validity.  But  government  is  a  practloal  afSfaira  intended  for 
praetieal  men.  Both  ofldeers,  lawmakers  and  eitizens  naturally  adjust  themselves 
to  any  long  eontinued  action  of  the  Executive  Department— on  the  presumption 
that  unauthorized  acts  would  not  have  been  allowed  to  be  so  often  repeated  as 
to  crystallisse  into  a  regular  practice.  That  presumption  Is  not  reasoning  in  a 
circle  but  the  basis  of  a  wise  and  quieting  rule  that  in  determining  the  meaning 
of  a  statute  or  the*  existence  of  a  power,  weight  shall  be  given  to  the  usage 
itself  "—even  when  the  validity  of  the  practice  is  the  subject  of  investigation." 

Vm.  CONORESSIOIfAL  KNOWLEDGE  AWD  APPKOVAL 
OF  THE  WILBUK  INTEKPKETATIOIT 

The  failure  of  Congress  to  revise  a  statute  or  take  other  aflflrmatlve  action 
with  respect  to  an  administrative  interpretation  of  a  statute  is  often  comi)etent 


«Formpr  Solicitor  of  tho  Department  Edward  Weinberg,  who  ptrUcInatfd  in  thew 
contract  ncjrotlntlons.  tcatincd  that  tlio  Department  had  considered  inelttdlnr  an  acreage 
Ilmltntlorr  clawfic  In  the  contract,  but  that  thlir  Item  wai  dropped  because  the  Depart- 
ment wafj  then  preoccupied  with  tho  problem  of  treaty  eottimltmehts  to  Mexico  for 
dellverv  of  water.  AIbo.  It  waa  recognized  that  tho  District  would  not  hate  eljraed  a 
contract  Incorporatlntj  acreage  Umltatlon.  After  oonslderlni?  thete  factors,  the  Depart- 
ment was.  of  the  opinion  that  Inclusion  of  acreage  tlmltatloa  for  prWatc  lands  would  be 
"counter  produetlve."  _  ^'         .  , 

w  Secretary  lekcs  under  Presidents  Uoosovelt  and  Truman  j  Secretaries  Klntf  and  OhtP* 
man  untler  PrcBliIent  Truman :  Secretaries  McKay  and,  Seatpn  under  President  Elsen- 
hower, Diirlnj?  his  tenure  under  President  Kennedyf  Secretary  Udall  did  not  disturb 
tho  Interpretation. 
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evidence  that  the  Interpretation  Is  congruent  \<^lth  the  legislative  design.  2Vor- 
j  weffian  Nitrogen  Co,  v.  United  Btaies,  288  U.S.  294  (1033).  Cf,  Red  Lion 

(1060} ;  Zemcl  r.  Rusk,  381  U.S.I  (1065).  ,    w  uui 

Congress  for  more  than  30  years  was  fully  aware  of  the  1033  ruUnr  and 
Inteij)retation  of  Se;cretary  Wilbur  and  of  the  administrative  practice  predi- 
cated thereon.  The  Imperial  Valley  situation  In  light  of  such  interpretation 
and  practice  was  called  to  its  attention  in  appropriation  hearings  for  the 
construction  jand  operation  of  the  Ail-American  Canal,  at  the  hearingtj  olj 
the  Central  \  alley  and  San  Luis  projects  and  at  the  hearings  on  the  Small 
I*rojGct8  Act  of  1958, 

trJ'?,^^^^!"^^  ^?  ^2^^  ^^^^^^  ^^^^  Congress  to  exempt  the  Central 
valley  Project  of  California  from  the  acreage  limitation.  These  attempta 
generated  a  fierce  debate  over  the  basic  policy  of  land  limitation,  which  con. 
tinued  fof  more  than  three  years.  In  the  end,  advocates  of  the  160-acre 
limitation  were  successful  as  regards  its  application  to  Central  Valley.  While 
♦^^rl°"S?^^"^ll^*^  acreage  law  to  Imperial  Valley' was  repeatedly  cited 

to  Congress,  the  validity  of  that  position  went  unchallenged.  On  the  con- 
trary,  the  Bureau  of  Reclamation  never  flagged  in  its  support  of  the  Wilbur 
ruling.  Typical  Is  the  testimony  of  Assistant  CommisUfher  Warne  before 
a  Subcommittee  of  the  Senate  Commerce  Committee  in  connection  with  the 
Omnibus  Rivers  and  Harbors  bill  of  lO"!!:  " 
"Representative'  Elliott:  my  was  the  limltoUon  lifted  In  the  Southern 
?i  Imperial  Valley?  Why  was  the  160-acre  limita- 

tion lifted?  That  applied  there.  Just  the  same  as  It  did  elsewhere. 
Irai)efial  Va^ney  ^^^^  ^^^^^  ^  160-acre  limitation  applied  to  the 

"?/*Pr£?^ntatJve  KUIott:  It  came  under  the  same  Act,  the  Act  of  1002. 
A  I  ^  ^^^^^       will  Arid  that  the  Boulder  Canyon 

Act  authorized  the  All-Amerlcan  Canal,  and  that  the  provision  did  not  apply 

,  there  except  as  to  public  lands  " 

In  addltlon'to  the  foregoing,  copies  of  the  Burenu  of  Reclamation's  excess 
land  surv(fys  of  19-10  and  1064  were  filed  with  Congress. 

At  no  time  from  1933  to  the  present  has  Congress  taken  any  action  In 
derogation  of  the  propriety  of  the  Wilbur  Interpretation  or  of  the  long 
standing  administrative  practice  which  followed  It 

It: has  been  observed  that  to  attribute  significance  to  the  Inaction  of  Con- 
gress Ik  often  a  "Shaky  business,"  32  In  the  case,  however,  some  weight  must 
attach  to  this  knowing  Inaction.  Congress  would  hardly  have  ignored  the 
Departments  failure  to  enforce  an  Important  provision  of  reclamation  law. 
Aecord,  XJnitcd  states  v.  Gerlach  Livestock  ao..m  US  725,  735-730  (1050). 

1  lie  court  accordingly  holds  that  the  defendant  Imperial  irrigation  District 
is  not  hound  by  the  lapd  limitation  provisions  of  reclamation  law  In  the 
(leliyery  of  Colorado  River  water  to  any  of  the  privately  owned  lands  within 
the  boundaries  of  Imperial  Irrigation  District.  "     i""uo  wuuiii 

The  court  ftirther  holds  that  the  land  limitation  provisions  of  reclamation 
law  have  no  application  to  privately  owned  lands  lying  within  the  Imperial 
Irrigation  District.  >  , 

l^Ueil^-^  Tan^^^  present  an  appropriate  judgmenf. 

HOWAKD  B.  Tdwodw Twr, 
,  Judffc,  United  States  Distriot  Oouri. 


n^^r^o^fsToo'^,!'^^^^^^  tbc  Scnat.  Committee  on  Com- 
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VnM  Um.  «,  lWt%-^9tk,  V.n.  DIttrict  Oeurt,  »t«tm  Wiitrict  <»f  OUlfomU,  by- 

Dtpotr  citrkl 


In  the  tJiilted  Sttteg  Diitrict  Ck)iirt,  Etitern  District  of  Ctlifornlt 
.    ..  '     No.  3485  aril 

.  UlflTKD  StXTM  or  AMWWCA,  niAIlfTIfF, 

TutJk.li:  LaKK  CaHAL  ComPAHT.  a  COWKMUWOZf ,  DjBfllJtUAHT 

and 

a?OTAM  La«  Baiw  Watw  SwmAoi  DiiTOcr  AK0  Sai,t«  Lawd  OowtAvr, 

A  CoiUPOlATXOir,  IKTWVKKOE  DOTJfDAK'r  ' 

The  TTnltcd  States  brought  thlir  acUon  for  an  injunction  to  rt^train  the 
defendant,  Tnlare  Lake  Canal  Company,  from  deUyerlnj  atored  water  re- 
leased  to  it  from  Pine  Flat  Dam  and  KeserYolr  to  any  lands  in  excew  of 
160  acres  in  any  one  ownership  unless  the  owner  comjHled  with  the  legal 
reatiitements  of  reclamAtion  law.  ^  «  , 

Interrenors,  Tulare  Lake  Basin  Water  Storage  District  and  the  Salyer 
Land  Company,  obtained  leave  to  interrene  as  parties  defendant. 

Defendant,  Tulare  Lake  Canal  Company,  admits  thjit  stored  ^water  is 
being  dellYered  to  the  excess  land  of  the  Cbatom  Company  which  ha«  not 
executed  a  recordable  contract  for  the  sale  of  excess  land. 

All  parties  concede  that  the  Pine  BUat  Dam  and  Beserroir  was  built  pur- 
suant to  the  Flood  Control  Act  of  11)44  and  that  the  terms  of  the  said  Act 
are  controlling  with  respect  to  the  deUfery  of  water  to  the  defendants. 

Plaintiff  contends  that  Section  8 »  of  the  Flood  Control  Act  of  1944  requires 
application  of  reclamation  law  and  defendant  contents  that  Section  10«  of 
the  same  Act  prerents  the  imposition  ot  reclamation  lawr  Defendant  also 
claims  that  If  reclamation  law  does  apply,  lump  sum  rmyment  of  allocable 
costs  of  construction  of  theVdam  relieves  them  of  the  IflO  acre  limitation 
and  also  that  Applying  acreage  limitation  to  them  would  be  unconstitutional. 

The  value  of  a  dam  at  Phie  Flat  has  long  been  recognixed  as  it  would 
regulate  the  flow  of  the  Kings  Blver  and  thus  prevent  flood  damage  and 

*"nereifter.  whenever  the  Secretary  of  War  determines  upon  recommendation  by  tht 
Secretary  of  the  Interior  that  any  dam:  and  reservoir  project  operated  ijni^er  tbt  dlrec; 
Hon  of  the  Secretary  of  War  may  be  utilised  for  Irrigatloa^purpojet,  the  «em^^  of 
the  Interior  Is  authorised  to  construct  operate,  and  maintain,  under  the  provlslonj  of 
thefelleral  reclamation  laws  (Act  of  June  IT.  1002.  32  Stat  »88.  ^^..^^^^.^J^^^Zft^Mr 
thereof  or  Mipplementiry  thereto),  such  additional  works  In  connection  therewith  as 
he  may  deem  necessary  for  Irrigation  nurnoies.  Such  Irrigation  works  msy  be  under- 
taken only  after  a  report  and  finding  thereon  have  been  made  by  the  Secretary  of  tht 
iStfflor  as  provided  *ln  said  federal  reclamation  laws  and  subj^^ 
authorkatlon  of  the  Congress  by  an  authorisation  Act:  J»JwIn  IS* 
water  users*  repayment  ability  such  reports  may  be  predicated  on  the  *nocaUon  to 
Irrigation  of  an  appropriate  portion  of  the  cost  oi  the  structures  and  fadUtles  used  for 
IrrlKatlott  and  other  purposes.  Dams  and  reservoirs  operated  under  the  direction  of  the 
Secretary  of  War  be  utilised  hereafter  tor  irrigation  purposes  only  in. conform  ty 
with  the  provisions  of  this  section,  but  the  forej^olng  requirements  sbaU  not  prejudice 
lawful  uses  now  existing:  protlded.  that  this  "Mtlon  "S*"  no*  ^PPly^tOt^y^^^ 
reservoir  heretofore  Constructed  or  in  whole  or  In  part  by  the  Army  Engineers*  which 
proTldes  conservation  storage  of  water  for  Irrigation  purposes."  .         ^  ^  ^  ^ 

=»"That  the  following  works  of  Improvement  for  .  ,  .  the^conirpl  of  destrartive jBopd 
waters  and  other  purposes  are  hereby  adopted  and  authorised  •  AJS..^  prOsejcutWLiinder 
the  direction  of  the  Secretary  of  War  and  supervision  of  theXchlef  ofjinAnttrn  Ui 
accordance  with  the  plans  In  the  respective  reports  hereinafter  unignatea  and  subject 
to  the  conditions  set  forth  therein.  .  .  .  ^  ^     «  • 

"The  project  for  flood  control  and  other  purpOiCS  for  the  Kings  BlVer  and  Talar; 
X4ike  Basin.  California,  is  hereby  authorised  substantially  in  accordance  with  the  plans 
contained  In  House  Document  Numbered  S30.  Seventy-slxth  CongreMr.  third  »«»«lon/ ;5?tb  " 
such  modifications  thereof  as  in  the  discretion  of  the^  lwret|ur.|jfof  War  and  .the  Chief 
of  Kngineers  may  be  advisable  at  an  estimated  cost  of  $19,700.^:  Provided,  '^'^t  ih% 
conditions  of  local  cooperation  specified  In  said  document  shaU_  not  »pt>ly !  ^^^ovlded 
'  further.  That  the  Secretary  of  War  shall  make  arrangements  forWment  to  the  United 
States  by  the  State  or  other  responsible  agency,  either  in  lump  sum  or  annual  iustall- 
ments.  for  conwrvation  stoJige  when,  used :  Protlded  further,  oSiat^the  divirton  of  costs 
between  flood  control,  and  irrigation  and  other  water  uses  shall  be  determined  by  tht 
Secretary  of  War  on  the  basis  of  continulns.studles  by  the  Bureau  of  RtclamatUU,  tht 
War  Department,,  and  the  local  organisations.*'  J|> 
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would  proTlde  water  for  irrlgition  when  it  was  needed  initead  of  when 
ntture  sent  it  down  the  stretm.  ; 

The  U.S.  Army  Corp*  of  Engineers  proposed  to  build  the  dam  At  a  flood 
control  project  and  the  Bureau  of  Keolamatlon  desired  to  build  the  dam  aa 
a  reclamation  project.  The  legislative  history  cited  by  all  parties  to  this 
lawsuit  supports  their  position  as  so  much  was  said  by  Congress,  the  president 
and  tJic  Tarlous  governmental  agencies .  that  citations  are  available  for  all 
positions.  . 

It  appears  that  Congress  settled  the  dispute  in  favor  of  flood  control.  Not 
only  did  it  entitle  the  wot  authorizing  Uie  construction  of  Pine  Flat  Dam 
and  Reservoir  the  Flood  Control  Act  of  1044,  but  it  entrutted  the  construction 
to  the  tJ.  S.  Army  Corps  of  Engineers  under  the  direction  of  the  Secretary 
of  War. 

There  were,  many  reasons  which  prompted.  Congress  to  reach  this  decision, 
some  of  which  are: 

1.  Studies  showed  flood  control  iKi^eflts  to  be  greater  than  irrigation 
benefits. 

2.  The  Government  claims  no  water  rights  in  the  Kings  Xiver. 

3.  All  the  water  rights  to  the  Kings  River  are  vested  in  the  water  users. 

4.  The  dam  would  not  create  supplemental  water  which  could  be  sold  by 
the  Government. 

5.  Arid  land  would  not  be  reclaimed  by  reason  of  the  dam  being  built. 

0.  All  the  canals  and  ditches  carrying  water  from  the  Kings  River  to  the 
farms  are  owned  by  the  water  users. 

7.  200,000  acres  knoivn  as  the  Tulare  liake  Basin  are  subject  to  flood  and 
drought,  and  are  not  adaptable  to  actual  settlement  as  contemplated  by  the 
reclamation  laws.  * 

Thus  the  Pine  Flat  Dam  and  Reservoir  Is  not  a  reclamation  or  Irrigation 
project  but  Is  actually  n  flood  control  project  with  Incidental  conservation 
storage  for  Irrigation.  Congress  provided  that  the  water  users  pay  the  costs 
of  the  dam  attributable  to  conservation  storage  which  the  Secretary  of  War 
has  determined  to  be  $14,250,000.  in  addition,  the  water  users  are  required 
to  pny  a  share  of  the  costs  of  operation,  maintenance  and  contract  adminis- 
tration In  return  for  the  privilege  of  storing  their  water  behind  the  d»m. 

Acreage  limitations  were  not  proposed  by  the  Army  Engineers  In  their 
reports  submitted  to  Congress.  Congress  adoptedT  these  reports  and  incorporated 
them  into  the  Flood  Control  Act  of  1044.  Congress  never  Intended  that  acreage 
limitation/j  be  applied  to  the  water  stored  behind  the  Pine  Flat  Dam  or  It 
would  luffve  said  so.  ^ 

The  Government  contends  that  Section  8  (Footnote  1  supra)  of  the  Act 
requires  the  application  of  acreage  limitations  but  this  section  would  apply 
only  if  stpplemental  water  were  developed  which  would  be  owned  by  the 
Government  and  could  be  sold,  or  to  water  that  would  be  delivered  through 
canals  and  ditches  built  by  the  Burenii  of  Reclamation,  neither  of  which 
occurred.  ^ 

Section  10  (Footnote  2,  supra)  of  the  10-14  Act  speclflcally  authorizes  the 
Secretary  of  War  to  make  arrangements  for  payments  to  the  United  States 
for  water  storage  either  In  lump  sum  or  annual  installments  and  to  deter- 
mine the  division  of  costs  between  flood  control  and  irrigation. 

The  defendant,  Tulare  Lake  Canal  Company,  having  vested  rights  in  the 
water  In  the  Kings  RlVer  and  having  paid  the  United  States  Its  share  of  the 
cost  of  constructing  Pino  Flat  Dam,  as  determined  by  the  Secretary  of  War, 
is  not  subject '  to  the  100  acre  limitation  of  the  reclamation  laws. 

nierefore,  the  Government's  request  for  an  Injunction  is  denied,  because 
reclamation  laws  dp  not  apply  to  water  stored  behind  the  Pine  Flat  Dam, 
and  If  they  did,  jmy-out  relieved  defendant  of  the  160  acre  limitation. 

In  view  of  this  conclusion,  the  constitutional  questions  raised  by  de- 
fendant were  not  reached. 

Counsel  for  defendant  Is  directed  to  prepare  and  lodge  flndiings  of  fact, 
conclusions  of  law  and  form  of  judgment  In  accordance  with  the  I*ocal  Rules 
of  this  court 

The  clerk  of  this  court  Is  directed  to  serve  copies  of  this  order  by  United 


appearing  in  this  cause. 

M.  D.  Cxoon*, 


United  Stdtei  Dititict  Judge. 


O     433  Q-n  •pt.3C-10 
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Senator  Stevenson,  Our  next  witness  is  Ms.  Dolores  Huerta, 
Vicp-Presidenfc  oi  the  United  Farm  Workers  Organizing  Committee. 

STATEMENT  OP  MS.  DOIORES  HUERTA,  VICE  PRESIDEHT, 
TJHITED  PABH  WORKBES  ORGANIZING  COMMITTEE,  DEIAWO, 
CAHP.  ^ 

Ms.  HuERtA.  Thank  vou  Senator. 

I  a!m  grat<5f ul  for  the  opportimity  to  t^stjf y  here  today.  I  believej 
as  I  ^mvo  heard  these  hearings  and  you  have  been  talking  about 
laws  and  the  breaking  of  laws  and  the  establishment  of  the  limita- 
tion, it  seems  to  mo  that  you  could  talk  about  this  for  time  eternal* 
I  think  the  fact  that  many  of  the  largo  corporate  growers  have  not 
appeared  at  these  hearingSj  the  fact  tlmt  tlid  Farm  Bureau  Federation 
didn- tlK)ther  to  show  up,  certainly  shows  that  they  know  they  have  the 
strength  and  ^hoy  are  cynical  enough^  too,  to  know  they  can  stay 
away  from  these  hearings,  and^gardless  of  what  type  of  legisla- 
tion this  committee  ox  anybody  comes  up  with,  it  won't  make 
any  difference^  because  they  have  such  a  strong  political  grasp  of  the 
rural  economy,  in  the  State  of  California  and  other  States,  that  un- 
less that  political  control  can  be  changed,  thoy  can  continue  to  do 
what  they  so  please. 

Over  the  years  this  committee  has  had  many  hearings  on  the 
problem  of  migrant,  farmworkers.  Thej^^aro  not  talking  about  that 
now,  but  the  problems  of  farmworkers  still  exist  and  the  only  areas  or 
the  only  place  where  those  probleiyis  have  been  eliminated  in  the  ITnited , 
Stat<>s  of  America,  is  whei:o  wo  have  been  able  to  achieve  collective- 
bargaining  agreements.  In  those  areas  where  we*  do  have  union  con- 
tracts the  Jaws  are  beiuft  enforcedt  Children  are  not  working,  people 
have  protection  from  dischar/?e,  people  have  drinking  water  and  toilets 
in  the  field.  Tlioy  are  not  being  poisoned  by  pesticides,  but  only  those 
cases,  because  the  law  enforcement  body  in  tljose  areas  ai^e  the  union 
stewards,  and  the  ranck  committee.  >  , 

I  think  it  is  because  we  only  have  one-tenth  of  the  farmers  m 
the  country,  one-fifth  of  the  farmers  in  the  States  of  California, 
under  contract,  and  less  than  1  percent  of  the  farmers  in  the  United 
States  are  under  contract.  '  ,  '  - 

We  even  hear  wo  have  been  able  to  accomplish  miracles,  l)ecause 
we  li^vo  established  some  cooperative  programs.  In  Kern  County," 
with  all  of  the  millions  of  •  dollars  in  subsidies  that  tho^  growers 
have  received,  they  have  never  bothered  to  e^stablish  one  social 
program,  a  clinic  or  anything  else.  Wo  have  a  clinic  staffed  by 
doctors  and  nurses  that  is  treating  ^0  farmworkers  a  day,  and  it  was 
built  by  the  farmworkers  without  1  penny  of  Fcde,ral  money  or  any 
kind  of  a  Federal  program  or  any  kind  of  tax  writeoff  or  subsidy 
or  anything. 

We  have  a  credit  union  that  lends  more  than  $3  million  of  farm- 
workers' money  to  themselves,  the.  first  of  its  kind  in  the  JTation, 
Wo  have  a  service  program  in  several  States  wliere  farmworkers; 
can  go  with  their  problems.  Wo  have  a  gasoUne  station  where  farm- 
workers can  bv^^ieir  gas  cheaper  than  they  can  in  town.  We  have 
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a  death  benefit  insurance  program,  which  is  also  on  a  cooperative, 
basis,  tvhen  there  Is  a  death, in  the  family.  Wlien  fou  talk  about 
farmworker'  mcome  being  only  $2,000  or  $3,000  a  year,  a  deatJi 
m  the  faimly  can  ha  a  veiy^devastating  thing.  We 'have  a  death' 
■  {^"^Sfc  ^^ere  farpiworkers  can  get  $1,000"  and  a  death 

^  bfncfit  of  ^nOO  for  each  def^pnjJoiit.  ,      •  ^  . 

u'^*'- begmning;^ construction  of, the  village,  which  will  be  a 
home  for  the  retii^pd  Filipino.. workers"  who  were  left  abandoned 
"•"lo^?"**!  not  marry;  ^bccausfe  of  djscriminoitory  i^jimigration  laws 
and  aiscrimihatopy  State  laws,  w  they  could  not  marry  Caucasians. 

.We  have,  a  medical  pjan  in»6ur  union  contract  so  we  gfet  full 
^nedical- carpi  mcluding  hospitalization  and  maternity  benefits,  for 
WQrfcmg  only  50  hours  under  a  minimum  plan  and  250  hours  under 
a  major  plaii.  This  we  have  done  . without  any  help  from  the  gov- 
eniinenf,.  In  fact,  the  government  has  been  iji  opposition  Wtovcry- 
rhing  we  are  doing.  I  am  talking  about  the  State  government,  I 
,am  . talking  about  tTH?  Federal  Government.  Our  obstacles  are  fantas-. 
ti^,  .and^we  are  not  ^laying  this  in  the  form  ^f  complaint. 
'  >%e;  are  willijig  to.  continue  to  do  this- to  fight  infeh  by  inch  for 
every  contract  that  we  have.  We  havehftd  a.litfJe  success  and  much 
publicized  success  and  people  tlynk  Ave^  are  rcallv.much  bigger  than 
S'e  are,  so  our' opposition  has  growji.  ,  . 

The. Farm  Bureau  Federatidn*  'wlifo  chose  nbt^td  testify  "at  these  ^ 
hearings,^  the  Nati6i\al  Right,  to  Work,.Committce,  are  participating 
a. vendetta^  and  a  yeiy  big  national. program  to  destroy  our  union. 
•  Ihey  are  trynlg  to  do  thiff  thmjigh  legislation.  They  are  tryintf  to 
.do  this  HI  terms  of  trying  tO'Set  jip  legislation  in  every  State  which 
.  would  outlaw  the  boycott  and  would  instjill  company  unions  in 
,  everybtajte,  and  jthey.  liaveibilie  of  (liese  unions  ready  to  go. 
.  a/havtV  submit,ted  a  grOun  of  exhibiVs  here  which  will  show  the 
coAnec^ion^bot^v/eIl,  Alien  (>ant,  the  vice  president  of  the  Farm 
Bureau^  and  fins,  connectioh  Ai'ith  the  National  Right  ^  Work  Com- ' 
™im'^M*^"  1  '^"t  feublicized  opposition  to  our  unionir 

;  While  thejie  reactionaries- eispr^ss  tlicir  intention  very  openly,  it 
IS  amazmp^JKj^v  many  Ijberals  or  people  who  think  that' they  know  ^ 
what  lij  Vjgl^tjfor'the  farmworkei-  have  been  duped  into  accepting 
•their  fflotics'to  prace  farmworkers  in  legifijation  to.  restrict  organ- 
izing and,  'therefore,  make  a  solution  that  migrants'  problems!  in 
farmmtr  ate  impossible  t<wro^.> . 

.  People  have  talked  dufing-the?'course  of  these  hearings  about  the 
farmworker  l>eing  placed  under  the  national  labor  relations  law. 
V  hea^d  Congressman  Sisk,  you  know,,  he.  sort  of  hemmed  and  hawed 
When  people,  asked  him  what  about  the  violation  of  the  cotton 
subsidy -program.  Ho  never  did' give  a  straight  answer  to  that  one, 
XTT X^'^y  adamant  that  farmworkers  should  be  under  the 
NERB  and  therefore  not^  have  the  right  to  boycott  and  therefore 
not  be  able  to  get  contracts;  , 

Even  if  we  wore  placed  under  the  national  labor  relations  law, 
we  could , not.  have  the  help  that  other  unions  had  when  they  were 
organizing.  Thirty  years  ago  when.  Dtlier  unions  were  org^mizing, 
they  could  hai'vost  strike,  they  could  sympathy  strike,  they  could 
not  handle.  They  had  many  advantages;  we  "have  none  of  these 
advantages.  '      „  • 
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None  of  the  labor  unions  tha|  are  now  orgaauzed  and- are  covered 
by  the  NLEB  can  help  us..  Even  if  they  wanted  to,  they  couldn% 
because  even  if  we  had  the  Wagner  Act,  thSy  Couldn't  help  us ;  they 
'^couldn't  handle;  they  could  not  sympathy  strike;  or  they  would  n6t 
haiTest  strike;  so  any  type  of  legislation'  such  as  the  Wagner  Act  or 
the  Taft-Hartley  would,  put  us  right  back  where  we  are  now. 

The  only  thmg  we  could  do  would  be  to  conduct  the  boycott  as 
we^  have  been^oing.  When  ^hey  talk  about  elections,  jou  have  a 
community  climate  in  the^^tate  of  California,  that  is,  in  rural 
California,  anywhere  in  rural  America,  where  a-iarihworker  has  no 
economic  or  political  power.  It  would  be  impossible  to  get  an  elec-  ; 
/  tion  that  would  be  *f air  to  farmworkers.  You  can't  legislate  com- 
.  munity  climate,  especiaflly  when  it  is  organized,  when  it  is  4  paid 
effort.  The  growers  have^ompleje  control  of  tjie  courts,  the  law 
enforcement,  .and  other  g(3(^Pnmental  bodies. . 

It  is  interesting  that  under  "the  cotton  subsidy  investigations  one 
.  of  the  men  who  was  in  char^ge  of  the  program  is  one  of  the  people 
who  is  in  violation,  Mr.  Frick,  and  yet,  you  know,  oiir' legislators 
are  supposed  to  represent  us  and  they  came  to  his  defense. 

There  is  an  on-going  *  conspiracy  ^between  the  State  government 
and  I  should  say  some  of  the  Federal  agencies  with  the  growers 
against  the  farmworkers.  We  can  point  this  out  with  Governor 
Reagan  and  his  recent  veto  of  the  unemployment  insurance  bill 
'  which  we  fought  very  hard  to  win  and  which  he  yetoed,  even  though 
the  small  growers  were  in  f  avor.^of  this  legislation. 

There  is  no  enforcement  of  the  laws  about  children  working  or 
pesticides.  Farmworkers  can't  expect  to  win  in  governmental  bodies 
m  California,  I  don't  care  how  many  laws  are  made*. 

I  don't;  know  if  the  commitW  has  seen  this.  Senator  I  hope  you 
have  time  to  read  this.  This  is  a  series  of  articles  written  by  Ron 
Taylor  of  the  Fresno  Bee.  This  will  open  your  eyes  to  the  fact 
nothing  has  changed  in  agriculture,  nothing  has  changed  in  agri- 
culture; even  the  laws  hav^e  been  passed  that  are  supposed  to  ^protect 
youth  from  working.  The  cynical  attitude  the  Farm  Bureau  and  the 
.  people  who  are  supposed  to  enforce  these  laws  haye  is  clearly  indi- 
cated in  these  series  of  articles. 

The  Farm  Bureau  and  the  growers  are  so  confident  that  they 
have  the  rural  communitfes  tied  up  that  they  even  publicize  in  the 
California  Farmer  instructions  about  how  to  tie  up  a  local  com- 
munity. They  say  on  the  local  scene  you  should  contact  the  Chambers 
of  Commerce,  the  JC's,  the  city  council,  the  board  of  supervisors, 
all'  law  enforcement  agencies,  the  California  Highway  Patrol,  all 
churches,  all  local  iwttens,  the  school  board,  the  real  estq-te  associa- 
tion, the  PTA  mating,  the  telephone  company,  all  media,  the  city 
and  county  health  authorities,  every  merchant  in  the  town,  the  wel- 
fare department,  the  Farm  Labor  Office,  the  district  attorney,  the 
chemical  and  fertilizer  suppliers,  and  the  labor  contractors."  T^is 
is  an  instruction  on  hdw  to  set  up  the  citizens  committee  for  agri-; 
culture  to  fight  unionization. 

Have  a  prior  agreement  on  a  procedure  with  the  police,  the  sheriff 
and  the  highway  patrol.  Check  with  the  school  board  to  see  if  buses 
can  be  used  on  weekends.  Have  a  committee  member  tell  hotel  and 
motel  and  roominghouses  in  advance  wh^t  happens  when  Chicanos 
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i     move  in;  they  can  and  should  refuse  to  rent  to  the  union.  This  is 
exactly  what  happens. 

Make  sure  the  California  rural  assistance  and  the  OEO  under- 
stand in  advance  that  the  citizens  committee  is  watching  them  like 
,  hawks.  Tell  them  personally  and  repeatedly  that  no  Federal  em- 
ployees time,  facilities,  telephone,  his  paper,  office,  or  even  an  old 
outhouse  are  to  be  Used  for  any  union  activities  whatsoever  and 
Tiolatio^^        Public  knows  immediately  about  even  the  slightest 

Ask  the' county  board  of  supervisors  for  additional  funds  for 
deputies. 

This  is  in  a  published  magazine.  The  Farm  Bureau  has  given 
instructions  to  local  communities  on  how  to  organize  the  communi- 
ties to  fight  off  the  imionization  of  farmworkers. 

As  WB  win  contracts,  farmworkers  don't  have^^lo  be  afraid  of 
losing  their  jobs  or  being  blackballed  for  political  activity -and  then 
we  will  get  enforcement  of  the  laws  because  farmers  wifr  have  the 
strength  to  defend  themselves. 
.  Just  last  week  in  Delano,  which  is  a  city  of  16,000  population, 
the  city  council  opposed  our  building  permit  to  build  the  Agbayani 
Retirement  Village.  This  is  before  the  board  of  supervisors.  They 
claimed  that  this  would  create  urban  sprawl.  Union  members  went 
to  that  meeting  ^  and  they  had  enough  political  prestige  with  the 
board  of  supervisors  so  that  the  board  of  supervisors  finally  gave 
us  a  buildmg  permit.  But  this  isn't  true  where  we  don't  have  a 
union  contract  because  where  we  do  not  have  a  union  contract  tShe 
farmworkers  do  not  have  the  political  strength, 

We  have  had  farmworkers  shot  in  the  face  by  labor  contractors. 
Ihey  ha^e  been  beaten  by  growers.  They  have  been  beaten  by  paid 
hoods.  We  can't  get  complamts  signed  against  them.  But  in  Salinas 
Valley  where  wq  had  the  labor  strike,  we  had  hundreds  of  workers 
arrested  for  picketing.  Our  director  was  thrown  in  jail  for  21  days 
because  he  instituted  a  boycott.  The  court  issued  injunctions  to  pre- 
vent us  from  doing  any  kind  of  picketing,  from  even  having  one 
picket  So  at  IS  quite  obvious  that,  unless  we  get  unions,  and  farm- 
workers get  strength  in  rural  America,  we  are  not  going  to  get 
any  kind  of  political  justice;  we  will  not  get  enforcement  of  any 
law,.  I  don  t  care  whether  it  is  the  16,0-acre  kw  or  the  cotton  subsidy 
law  or  a  child  working  law  or  the  disability  insurance  law  or  anV- 
thi^^.  "  .  / 

':^e  same  legislators  that  have  hurt  farmworkers  over  the  years, 
beginning  with  the  bracero  program.  Public  Law  78,  are  the  $ame 
^ones  that  are  clamoring  now  to  cover  us  under  legislation  that  Would 
take  away  the  boycott.  But  it  is  quite  clear  to  us  and  -I  think  to 
everyone  that s  the  boycott  is  the  only  guarantee  to  win  union  pro- 
tection and  collective-bargaining  contracts  for  farmworkers.  We  have 
won  many  strikes  and  we  have  gotten  recognition  of  growers  and 
then  they  have  refused  to  negotiate  and  sign  a  contract.  We  had 
this  experience  with  the  Coit  Jtanch  in  Mendota,  Abatti  farms  in 
Imperial,  and  the  .  Nature  Eipe  and  Driscoll  strawberry  corpora- 
tions in  Salinas  Valley.  .  ^ 
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In  Washington  State,  at  the  Yakima  Chief  Ranch  had  a  strike, 
an  election.  We  won  the  strike  and  won  the  election,  and  we  began 
to  negotiate  a  contract. 

In  the  lettuce  industry  we  called  a  moratorium  in  the  lettuce 
boycott  on  May  5,  1971.  We  engaged  in  7  months  of  negotiations. 
To  this  day  we  don't  have  a  contract  and  it  looks  like  we  will 
probably  have  to  institute  the  lettuce  boycott  again. 

There  is  something  I  want  to  note  nere  also.  It  lias  been  much 
easier  to  ijiiionize  the  employees  of  the  conglomerates  and  the  larger 
corporaticms  than  of  the  small  growers.  ^ 

Part  of  this,  of  course,  may  be  because  of  their  vulnerabilit}^  to 
boycotts^  but  another  reason  is  because  somewhere  in  their  organiza- 
,  tion  they  have  somebody  who  has  some  kind  of  a  savvy  al^^ut  labor 
relations.  They  have  somebody  in  their  organization  who  under- 
stands that  farmworkers  should  have  a  toilet  in  the  fields  and  that 
farmworkers  deserve  some  kind  of  humane  treatment.  We  don't 
often  have  that  experience  with  the  small  growers. 

A  farmworker  is  equally  oppressed  if  he  is  being  underpaid  and 
has  terrible  working  conditions  from  a  grower«that  has  40  acre»or 
one  that  has  40,000.  The  fact  a  grower  is  a  small  grower  or  a  f amilj 
farmer  should  not  exempt  him  from  having  a  responsibility  to  his 
laborers,  and  his  workers  are  equally  entitled  to  the  provisions  of 
the  union  contract. 

I  have  here  some  pictures  I  would  like  to  leave  with  the  commit- 
tee. This  is  farm  labor  housing  which  is  really  pretty  bad.  This 
belongs  to  a  company  called  Berringer,  up  in  the  Napa  Valley.  It 
■  is  a  small  wine  company.  This  company  is  owned  by  Nestle's,  which 
is  a  conglomerate.  We^have  contracts  with  some  of  the  Nestle's  sub- 
sidiaries. In  this  case  Nestle's  is  willing  to  sit  down  and  negotiate 
a  contract,  but  Berringer  Bros,  is  holding  out.  I  would  like  to  leave 
*  these  pictures  with  the  committee  to  §how  .  the  kind  of  housing 
these  farmers  have  to  live  in  and  then  housing  the  f armerworkers 
are  living  in  at  Christian  Bros,  where  we  have  had  a  contract  for 
several  years.  - 

In  the  Salinas  Valley  the  only  corporations  that  we  were  able  to 
get  contracts  with  in  the  lettuce  industries  are  the  conglomerates: 
United  Fruit,  Inter-harvest,  Purex,  and  D'Arrigo,  which  is  a  very 
large,  family-owned  corporation. 

In  the  wine  industry  we  have  hac^  the  same  experience.  We  have 
contracts  with  Schenley,  Paul  Masson,  which  is  Seagram,  Almaden, 
which  is  National  Distillers,  Gallo,  Hubltfi)q|*Ohristian  Bros. 

We  are  having  an  awful  lot  of  trouble' getting  the  smaller  com- 
panies to  sign  contracts,  even  though  their  workers  want  them,  they 
want  the  contract,  they  come  out  on  strike — they  simply  fire  them. 

It  seems  that  the  only  way  we  can  force  growjers  who  do  not 
negotiate  with  their  workers  is  to  have  a  productwide  bc^cott  such 
as  we  conducted  in  the  grapes,  which  took  a  tremendous  amount  oJ^^, 
energy^and  time. 

The  role  of  the  chainstore  in  the  boycott  has  been  raised  several 
times  during  these  hearings.  Here,  again,  we  should  note  that  the 
trend  toward  monopolization  by  the  grocery  market  by  a  few  chains 
such  as  Safeway  has  set  in  pretty  deeply.  Agribusiness  interests  sit 
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on  the  board  of  directors  of  Safeway.  Safewaj^  is  producing  many 
of  the  products  that  they  sell,  therefore  competing  directly  with 
the.growers  that  they  buy  from.  The  consumer  does  not  have  a 
dteJisfon  '     which  products  he  wants  to  buy,  Safeway  makes  that 

We  insist  that  Safeway  has  a  responsibility  to  the  consumers  and 
to  the  general  public.  We  insist  that  Safeway  should  not  seU  prod- 
ucts that  have  been  gathered  from  the  exploitation  of  farmworkers, 
we  insist  that  Safeway  has  the  responsibility  to  sell  products  that 
have  been  picked  under  sanitary  conditions.  If  theyJiave  the  freedom 
to  grow  and  monopolize,  they  also  have  a  corporate  responsibility 
toward  farmworkers  who  produce  the  food  and  the  consumers  who 
puy  the  food.  If  Safeway  does  not  take  the  responsibility  seriously, 
then  the  consumer  should  be  free  to  boycott  their  stores 

In  the  area  of  food  distribution,  there  has  been  a  serious  lack  of 
total  responsibility.  It  is  sad  to  think  that,  fruits  are  left  lying  in 
the  field,  such  as  peaches  This  year,  I  think,  there  was  sometSng 
like  a  60.percent  peach  drop  m  California.  This  was  devastating 
to  the  growers;  it  was  devastating  to  the  farmworkers  who  went 
there  to  pick  that  fruit  and  had  no  work  when  they  arrived,  and 
also  to  the  consumer  who  is  having  to  pay  a  higher  price  for  his 
canned  peaches. 

'Hiere  were  oranges  which  were  left  unpicked  and  other  fresh 
produce  was  not  harvested  because  there  was  no  market  price,  vet 
the  poor  neople  in  Calif omk,  the  people  in  the  cities  of  ibnerica, 
cannot  afford  to  buy  food.  They  can\  afford  to  buy  fresh  food,  they 
can  t  afford  to  buy  processed  food,  because  the  prices  of  food  are  set 
so  high  that  if  they  have  to  make  a  choice  between  beans  or  meat 
and  fruit,  they  have  to  choose  the  other. 

_I  might  say  in  many  of  these  cases  the  grower  doesn't  have  a 
thing  to  say  about  the  prices  set  for  the  product.  This  is  done  com- 
pletely by  the  chamstores.  When  you  say  to  the  growers:  "Why  don't 
you  get  together  and  bargain  with  the  processors,"  they  are  afraid, 
they  might  not  buy  their  product.  It  is  sad  to  think  they  have  the 
same  right  of  bargaining  power  that  the  farmworkers  have,  but 
Wiey  are  uiiwilling  to  organize  to  get  their  bargaining  power  going. 
IhBy  want  to  take  ffieir  profits  out  of  the  sweat  of  the  worfters. 

Ihe  role  of  growers,  the  shippers,  the  distributors,  and  the  chain- 
stores  IS  not  that  of  providing  an  adequate  food  supply  for  the 
JNation,  but  It  IS  only  geared  to  its  methods  to  increase  their  own 
pronts.  bo  we  have  a  dilemma  of  agricultural  surpluses,  hungrl 
people  m  our  land  of  plenty,  and  of  giving  away  agricultural  pro- " 
°*  billions  of  dollars  to  the  already  wealthy. 
VVe  think  It  is  commendable  of  the  Subcommittee  on  Migratory 
l^abor  that  it  should  deal  with  other  aspects  of  agriculture:  where 
certainly  one  facet  !fexterlocks  with  the  other. 

At  the  lowest  rung  on  the  agricultural  totem  pole,  the  f  arm'^orkers 
need  protection. 

We  need  the  freedom  to  continue  the  organization  andlunioniza- 
ti<m  of  farmworkers  without  legislative  restraints. 

We  .need  protection  from  tHfe  mechanization  that  will  place  thou- 
sands of  farmworkers  on  the  already  overflowing  ranks  of  the  unem- 
ployed.       '  • 
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Yesterday  you  heard  testimony  from  Jeaii  Lewis  J^loris  about 
the  situation  in  Corcoran,  Califs,  where  the  farmworkers  are  trying 
to  get  food  stamps -in  Kings  County*.  Thes^  are  ex-cotton  workers 
placed  on  welfare  roles.  She  said  60  percent  of  the  city  is  on  welfare 
jolte.VThese  are  cotton  pickers  who  were  ]Dut  out  of  work  from  one 
3^ei|F  WiteTiext  bjlthe  cottonpicking  machine. 

W^^ve  been  abje  to  prevent  this,  through  the  unions,  to  a  degree 
in  the  wine  grapeM^^Ehey  have  develojped  a  picking  machine  that  is 
exactly^  like  th&^  dottonpicking  machine.  It  throws  everybody  out 
of  work.  They  only  need  one  operator,  and  one  machine  replaces 
40  workers.  .  i. 

In  our  contracts  we  have  held  back  the  use  of  that  machine  be- 
cause the  wine  industry  is  making  an  a^vful  lot  of  money.  I  think 
they  are  making  very  huge  profits*  and  they  don't  need  that  machine 
at  this  point. 

We  need  exemptions  from  the  wage  freeze.  Just  as  the  growers 
iire  exempt  from  the  price  freeze,  we  think  the  farmworker  should 
be  exempt  from  the  wage  freeze  because  of  their  very  low  earnings. 

We  need  to  have  the  existing  legislation  enforced.  We  have  had 
a  difficult  problem  recently  in  trying  to  get  local  law  enforcement 
and  the  Federal  govethmental  agencies  to  investigate  an  assassina- 
tion plot  against  UFWOC  personnel.  •  ^        .  . 

I  tliink,  finally,  we  have  to  have  some  kind  of  financing  that  is 
available  at  low  interest  rates  to  farmworkers,  to  small  farmers,  for 
cooperative  ventures. 

It  Is  unfortunate  that  small  growers  who  are  not  unionized  are 
so  blinded  with  the  bigotry  against  unionization,  because  we  do  have 
many,  many  problems  in  common— the  lack  of  bargaining  power  and 
the  lack  of  political  power.  But  their  attitude  prohibits  our  working 
with  them  and  it  makes  it  difficult  for  the  smaller  ^rowers  who  do 
want  to  work  with  the  union  [because  they  feel  they  are  taking 
sides  and  it  makes  it  very  hard  to  work  with  them.  So  we  will  have 
to  wait  until  we  find  ways  to  tinionize  them,  then  we  can  start 
talking  to  each  other. 

Senator  Stevenson.  Thank  you  Ms.  Huerta. 

I  might  just  say,  in  response  to  one  of  your  suggestions,  that  the 
phase  II  Economic  Stabilization  Act  legislation,  which  Senator  Taft 
and  I  both  worked  on  in  the  Senate  Banking  Committee,  does  con- 
tain some  exemptions,  which  I  don't  think  go  as  far  as  you  would 
like  to  have  them  go,  but  they  do  exempt  those  making  poverty 
level  wages  and  minimum  wages  from  the  freeze.  And,  of  course, 
efforts  now  are  also  being  made  in  the  Congress  to  increase  and  to 
extend  Federal  minimum  wage  protections. 

Ms.  HxTERTA.  That,  again\Senator,'in  the  exemptions  that  now 
exist,  I  believe,  if.  it  is  anyone  who  makes  less^than  $1.60  an  hour. 

Senator  Stevenson.  That  is  one  of  the  exemptions. 

Ms.  Htterta.  The  minimum  is  in  our  union  contract.  It  is  still 
a  problem  for  farmworkers  who  are  seasonal,  for  farmworkers  we 
should  talk  about  some  kind  of  an  annual  rate.  They  don't  live  by 
the  hour;  they  live  by  the  year.  We  have  to  talk  about  the  farmers 
total  income.  The  wiiy  they  can  jockey  the  records  around,  they  can 
make  it  look  like  a  farmworker  in  making  $2  an  hour.  Our  minimum 
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wage  in  our  contracts  ia  only  $1.90  and  $2  an  hour,  except  the 
winenes  has  b^en  raised  to  $2.40  an  hour.  The  rest  we  signed  last 
^      yeat.  This  is  still  a  poverty  level  for  farmworkers.  , 
'l^^®  ^  the  agricultural  products  are  ex-^ 

eluded  from  the  price  freeze,  but  the  wages  of  the  farmworkers  are 
still  frozen,  and  we  think  that  is  inequitable.  That  again  is  where 
you  have  the  law  working  for  one  group  of  people  and  worfcinir 
against  the  other. 

Senator  Stevenson.  I  tend  to  agree  with  you  on  that  particular 
p6int*  It  was  a  point  of  concern  to  many  of  us  in  Congress,  too. 

The  United  Farm  Workers  Organizing  Commitlfce  has  been  very 
active  in  or^nizing  farmworkers  for  the  purpose  bf  collective  bar- 
•  *  '  improvement  of  working  conditions,  but  do  you 

think  that  a  dream  of  the  farmworker  is  not  to  work  for  a  wage 
but  it  is  to  own  his  own  land,  and  to  farm  it  with  his  own  hands? 

Ms.  HmEKTA.  It  is  a  nice  dream,  but  where  do  you  get  the  money 
to  buy  the  land?  They  can't  even  afford  to  buy  cars  to  drive  to -work. 
Senator  Stevenson.  It  is  being  done. 

Ms.  HxjbrtX.  The  kind  of  interest  the  farmworkers  are  charged, 
this  IS  wliy  oiir  credit  union  is  being  part  of  the  success.  You  know 
we  have  in  the  unions  a  chedcoff,  and  we  have  lent  $3  million  of  the 
farmworkers'  own  money  to  themselves. 

^  Senator  Stevenson.  The  subcommittee  heard  testimony  in  Wash- 
ington about  a  strawberry  cooperative  farming  affect.  Are  you  fai^- 
*      iaj;  with  the  Cooperative  Campesina  effort  in  Watsonville,  Calif.'>?  . 

Ms.  Htjeuta*  That  has  Federal  support.  Everything  the  Farm- 
workers' Union  has  done  we  have  done  without  that  Federal  money. 

Senator  Stevenson.  If  the  Federal  programs  are  available,  why 
shouldn't  farmworkers  take  advantage  of  them,  get  the  credit  that  they 
need  both  for  the  acquisition  of  land  and  equity,  and  become  farm 
owners^ 

Ms.  Htteuta*  That  would  be  beautiful.  Senator,  if  it  could  be- 
come a  reality. 

Senator  Srevenson.  In  that  one  case  in  Watsonville  it  is  a  reality. 

Ms.  HtrBHTA.  If,  in  fact,  it  would  be  enforced  in  that  manner, 
because  we  find  laws  that  are  written  in  one  way  and  when  it  comes 
down  to  the  local  level,  again  because  of  lack  of  political  power  of 
farmworkers,  it  is  not  enforced  on  behalf  of  the  farmworkers:  it 
18  enforced  on  behalf  of  other  people.  I  have  no  argument  with  that 
if  that  would  really  happen.  ^ 

Senator  Stevenson*  1  ederal  programs  won't  really  benefit  farm-,^ 
workers  unless  people  want  to  make  them  operate  properly.  In  the' 
case  of  the  Cooperative  Oampesina,  existing  Federal  programs  have 
been  taken  advantage  of  by  people  who  wanted  to  make  them  work, 
and  they  are  making  them  work.  I  regret  to  say  it  is  happening 
nowhere  else  in  th^^couiitry,  but  it  appears  to  bo  happening  m  this 
one  case.  It  proves  it  can  happen. 

'  If  there  is  more  public  interest  and  more  public  support  for  ade- 
quate credit  facilities  for  farmworkers  who  want  either  individually 
or  together  to  buy  land  and  equipment  and  to  go  into  business  for 
themselves  mstead  of  existing  as  the  dispossessed  of  the  country  as 
farmworkers,  it  might  happen*  You  don't  seem  to  be  interested  in 
those  federal  programs. 
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Senator  SmviEXSOK*  You  seem  to  be  more  interested  and  preoc- 
cupied with  simply  negotiating  and  improving  the  working  condx-' 
tions  of  wage  earners.  ^  .  ' 

Ms/HtrJEUTA.  Senator,  if  we  are  having  trouble  gettmg  wages  of 
$1.90  and  $2  an  houB.for  farmworkers,  if  farmworkers  are  hav- 
ing trouble  getting  credit,  as  I  just  said,'  to  buy  a  washing  machine 
or  buy  food,  and  you  are  talking  now  about  making  it  possible  for 
them  to  get  money  to  buy  land,  this  is  a  beautiful  dream  and  I  thmk 
we  have  to  be  practical.  If  they  borrow  the  money,  they  have  to  pay 
it  back  and  they  have  to  have  the  income  to  do  it  with.  Sure,  we 
are  trying  to  get  the  political  and  economic  power  for  farmworkers, 
that  is  our  whole  aim,  but  first  things  come  fii*st  and  you  have  to  be  able 
to,  first  of  all,  get  the  people  together.  If  we  woukrhave  waited 
for  some  Federal  agency  to  establish  a  clinic  for  farmworkers— 
the  farmworkers  could  have  some  say-so  in  determining  this  is  im- 
portant. Farmworkers  have  self-determination  in  saying  what  is  going 
to  happen  with  their  programs.  ^ 

Senator  Stevenson/I  think  what  you  are  saying  is  you  have  such  c#tr 
horrendous  problems  that  it  is  really  hard  to  see  beyond  the  prob- 
lems of  the  farmworkers.  You  have  an  immediate  30b  to  do.  You 
have  plenty  of  work  cut  out  for  you,  negotiating,  organizing  farm- 
workers, without  trying  to  develop  cooperatives. 

Ms.  IIvERTA.  We  do  have  some  cooperatives  developed.  Senator. 
They  are  not  on  paper,  they  are  working,  they  are  real,  they  are 
actual.  Our  clinic  is  a  cooperative. 
Senator  Stevenson.  I  am  speaking  of  farming  cooperatives. 
Ms.  HuEutA.  I  am  saying  they  have  been  don<^  without  any  false 
support.  They  will  stand  whether  we  get  money  from  OEO  or  from 
the  Federal  Government  or  anybody.  They  are  standing  on  their 
own  because  the  farmworkers  are  paying  for  them  and  making  them 
yun.         '  ^  .  . 

^  Senator  Stevenson.  Are  you  against  getting  help  for  a  cooperative 
clinic  from  HEW  or  from  OEO  and,  if  so,  why? 

Ms.  IIuerta.  Sure  we  are,  because  at  this  point  they  would  bo 
defermining  the  policies  and  what  would  be  done  in  that  clinic. 
Farmworkers  should  have  a  voice  in  determining  the  policies  of 
their  own  establishments. 

Seiiitor  Stevenson.  I  think  they  are  in  the  case  of  Cooperative 
Campesina.  i .  ,  .  ^ 

Ms.  HtTEUTA.  We  will  wait  aiid  see  what  happens.  I  thmk  it  ]ust 
started.  _ 

Senator  Sti:venson.  Normally  after  the  debt  services,  the  pay- 
ments on  their  mortgages,  the  families  are  each,  I  am  told,  making 
about  $10,000  a  vear  from  strawberries  and  zucchinis. 

Ms.  HtTEnTA.  'We  will  see  what  happens.  We  ]mj^  had  a  lot  of 
experience  in  organizing  fannworkers  and  working  with  people,  I 
guess  probablv  more  than  anyone  in  the  country,  but  we  also  find 
when  you  start  a  cooperative  venture  or  any  kind  of  a  program 
and  something  happens,  the  money  is  cut  off  and  they  can't  con- 
tinue, it  is  very  devastating  because  the  people  lose  hope.  They  don't 
really  learn  how  to  run  that  business  or  conduct  it  properly  and 
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solidly  so  it  will  continue  without  the  false  financial  support.  This 
IS  our  concern.    *  • 

Wo  don't  want  tolicTo  people  in  any  way.  If  we  start  out  a  pro- 
gramj  we  want  to  make  sure  it  is  going  to  stand  up  and  they  are 
going  to  run  it  in  all  the  programs  we  have  as  we  go  along  between 
farmworkers'  programs.  This  is  extremely  important  because,  if 
not,  you  become  just  another  charitable  agency  that  is  doing  things 
so  called  for  people  without  having  their  participation  or  without 
having  them  review  it.  People  have  to  learn  the  hard  facts  of  life 
and  the  hard  facts  of  life  are  the  economic  facts  of  life. 

Senator  Stevekson.  I  thmk  one  of  the  facts  of  life,  too,  is  that, 
^yen  a  chance  to  start  and  stand  on  their  own  two  feet,  people 
will  nse  to  meet  new  challenges. 

Ms.  HtJEKTA.  We  are  doing  that.  Senator,  Our  union  was  built 
by  farm%vorker8  and  farmworkers  who  sacrificed  tremendously.  They 
had  to  give  up  their  homes  and  their  cars.  People  in  our  union  do 
not  receive  salaries.  We  are  still  dependent  on  charity  and  contribu- 
tions. They  have  learned  this  as  k  way  of  life;  the  poverty  and 
the  struggle  are  a  way  of  life,  andffihey  are  not  afraid  of  it.  I  am 
not  sure  that  people  who  work  undfcr  a  program  that  is  federally 
financed  are  learning  that.  ^ 

Senator  Stevenson.  We  are  interested  in  the  changiiik  face  of 
rural  Anicrica.  In  many  ways  it  is  changing.  One  of  flhe  most 
()bvtt)us  chances  has  been  the  advent  of  large  agribusinesses  in  farm- 
ing. You  indicated  earlier  that  you  have  been  more  successful  in 
obtaming  contracts  with  agribusinesses  than  with  individual  or 
family  farmers.  Why  is  that  ^ 

Mg/HuEnTA,  Usually  because,  as  I  say,  in  the  corporation's  struc- 
tiffo  they  usually  have  contracts  with  other  unions  and  so  they  have 
a  better  idea  of  wliat  human  relations  and  labor  relations  are,  so 
usually  somewhere  in  that  corporation  they  will  refer  to  an  indi- 
vidual or  they  will  bring  in  an  individual  who  has  some  savw  about 
labor  relations  and  so  yoti  can  get  to  the  point  where  they  will 
negotiate  a  contract. 

With  a  smaller  grower,  they  take  strictly  a  negative  attitude  and 
they  won't  come  in  until  they  are  forced  to. 

Senator  Stovenson.  I^t  me  put  a  hypothetical  case  to  you.  First, 
take  a  farmworker  working  without  a  contract  for  a  conglomerate, 
a  big  corporate  farmer,  and  secondly  a  farmworker  working  with- 
out a  contract  for  a  family  farmer— a  typical  situation  in  each  case. 
Which  farmworker  is  better  off  and  happier? 

Ms.  HtTERTA.  It  is  hard  to  say.  Senator. 

Senator  Stevenson.  Is  there  a  difference? 

Ms.  IIuEnxA.  The  farmworker  in  the  State  of  California  who  earns 
the  least  amount  of  money  right  now  is  probablv  in  Fresno  Countv, 
%vhich  is  the  county  that  has  the  largest  number  of  small  growers, 
and  the  wages  there  for  farmworkers  not  under  union  contract 
are  very,  very,  miserable.  You  know,  they  are  almost  serfs.  In  addi- 
tion to  this,  they  have  to  compete  with  the  illegal  aliens  which  the 
smallest  growers  are^the  biggest  violators  of  hiring.  I  am  saying  tliis 
situation  is  not  much  different 

I  wish  you  could  have  gone  yesterday  when  you  were  in  Fresno 
to  some  of  the  homes  because  you  would  have  been  shocked.  You 
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would  have  seen  conditions  you  expect  to  see  in  the  South  where 
farmworkers  live  in  North  Carolina  and  Florida  and  otlier  places, 
you  would  have  seen  the  same  situation.  We  have  the  situatioui  in 
Fresno  C*ounty  wliere  tlie  local  f armowners  will  go  to  the  welfare 
department  and  get  people  knocked  off  of  their  welfare. 

It  is  a  very  bad  tiling  that  is  happening  tlxere.  I  don't  know  how 
we  can  chj,nge  tlio  psychology  ox  small  growers/ not  everybody, 
but  I  think  most  (xE  the  small  grWers. 

Senator  Stevenson*  He  is  trymg  to  survive,  isn't  he? 
,  Ms.  HuRnT.\.  He  is  not  surviving,  lie  is  blaming  iis.  We  are  not 
to  blame,  other  people  are  to  blame,  but  he  wants  to  take  his  profit 
out  of  tlie  skin  of  tlie  farmworker* ■  ^, 

Where  we  have  signed  contracts  with  the  small  growers,  there  our 
relationship  is  pretty  good.  Recently^  the  Hublein  contract  we  nego- 
tiated, the  union  negotiated  a  premium  rate  for  the  small  grower. 
We  told  Hublein  any  grower  wlio  signed  a  contract  with  the  tmion 
should  get  a  premium  price.  I  am  sure  if  the  si^all  grower  in  Fresno 
Gountv  would  organize  into  cooperative  marketing,  even  if  you  cut 
ofT  alf  the  subsidies  of  conglomerates,  they  would  still  bo  a  small 
grower.  They  can't  fight  that  battle,  they  are  too  busy  fighting  us. 

I  don't  know  how  to  roach  them,  but  maybe.  Senator,  some  other 
groups  can  find  some  way  to  reach  them.  We  tried.  ^  ^ 

Senator  Stevenson.  Do  you  have  any  way  of  estimating  how 
many  illegal  entrants  there  are  working  in  California  agriculture? 

Ms.  HtTEUTA.  It  runa  into  the  hundreds  of  thousands.  Senator.  I 
have  a  document  in  my  briefcase  and  I  can  give^  it  to  the  committee. 
This  was  a  study  made  by  the  Ijos  Angeles  Times  and  it  is  inter^Jst- 
ing  to  note  that  our  State  senators,  like  Senator  Wake  of  Kern 
(^ounty,  came  up  publicly  and  told  growers  how  they  could  get 
around  the  law  of  hiring  illegal  aliens,  just  as  the  Department  of 
Agriculture  came  out  and  told  the  growers  how  they  could  get 
around  the  cotton  subsidy  programs.  This  is  an  instruction  by  the 
local  State  legislators  to  the  grower  on  how  Jtliey  ca'n  avoid  the  law. 

Senator  Stevenson.  As  you  know,  the  state  of  California  has 
changed  the  law  to  make  it,  for  the  first  time,  unlawful  to  knowingly 
hire  an  illegal  alien.  Tluit  law  has  not  yet  l>ecome  effective,  but  it 
will  soon.  When  it  does  become  effective,  what  will  the  results  be^ 
will  it  solve  the  problem? 

Ms.  IlfunTA.  It  depends  on  the  enforcement.  Senator.  As  T  said, 
Senator  Wake  already  told  the  growers  in  a  newspaper  article  how 
they  can  avoid  the  law.  ^ 

Senator  Stj^venson.  The  new  law?  - 

Ms.  Ilt^KnTA.  The  new  law,  right.  I  don't  know  if  we  are  going  to 
get  any  enforcement. 

In  the  testimony  I  mentioned  the  Coit  ranch,  where  we  had  a 
strike  on  the  melons.  That  employer  was  hirnig  over  250  aliens, 
wetbacks,  people  wlio  had  no  residential  papers  at  all.  We  went  to 
^  the  Iwrder  i)atrol,  we  picketed,  they  made  fuii  of  us.  They  said,  "Mr. 
Coit  has  a  tie-in  with  the  Immigration  Service."  We  tried  for  almost 
7  (lays.  The  only  way^we  finally  got  action  out  of  the  border  patrol 
and  the  Immigration  Service  was  to  call  Congressman  Philip  Burton 
in  Washington.  When  we  called  Congressman  Burton,  we  had  the 
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border  patrol  out  here  within  3  hours.  Then  we  found  that  the  man 
had  concealed  compartments  in  the  bunkhouse,  in  the  roof,  and  in 
the  basement  to  hide  the  aliens.  Before  the  border  patrol  got  there, 
someone  went  over  to  advise  them,  so  they  got  away. 

Senator  Stevenson.  How  much  were  they  being  paid? ' 

Ms.  HxTEiiTA.  They  were  working  on  a  piece  rate  then  and  the 
local  workers  had  come  out  on  strike  to  get  a  union  contract  and 
so  Mr.  Coit  brought  in  a  lot  of  illegal  aliens  to  break  the  strike.  It 
was  a  piece  rate  they  were  being  paid  at  that  time. 

.^mally,  after  the  Immigration  came  in  and  pulled  out  the  illegal 
aliens,  Mr.  Coit  sat  down  and  we  signed  a  recognition  agreement 
and  we  negotiated  a  wage.  We  still  don't  have  a  contract  with  the 
company.  " 

Senator  Stevenson.  Senator  Taf  t. 

Senator  Taft.  Thank  you,  Mr.  Chairman. 

Miss  Huerta,  you  mentioned  the  boycott  prohibition  in  the  Na- 
tional Labor  Relations  Act.  If  the  -boycott  provisions  were  entirely 
elimmated  from  the  National  Labor  Relations  Act,  would  you  want 
to  be  covered  by  the  National  Labor  Relations  Act. 

Ms.  iruERTA.  I  think  that  the  f)rocedures,  as  they  are  now  being 

Eracticed  under  the  NLRB  make  it  very  cumbersome  for  a  union  to 
a  able  to  get  an  adequate  representation  procedure  and  adequate 
collective  bargamnig  procedures, 'because  when  you  have,  such  as 
we  have,  a  very  active  opposition  by  the  Farm  Bureau,  by  the  Na- 
tional Right  to  Work  Committee,  when  they  are  setting  up  com- 
mittees particularly  in  their  areas  and  there  are  many  types  of 
movements  from  the  grower,  and  the  Farm  Bureau  and  the  Right 
to  vVork  people  come  to  that  gi'ower  and  say,  go  sign  a  contract, 
we  will  help  you.  Yoil  hiive  this  kind  of  opposition.  They  will  use 
all  of  tlie  maneuvers,  the  bureaucratic  maneuvers  of  the  NLRB,  in 
keeping  them  from  signing  contracts. 

You  are  aware  of  th6  fact  labor  unions  in  the  South  covered  by 
}ir  V^^^^'  ^^^^  unions  in  California,  such  as  the  Oil  and  Chemical 
Workers,  who  tried  to  sign  contracts  with  pesticidi^  companies, 
have  had  a  difficult  time  under  the  NLRB  procedures.  Because  the 
way  they  are  now  being  administered,  it  would  take  forever  to  get 
a  union  contract. 
Senator  Tact.  You  would  not,  your  answer  would  be  no,  then? 
Ms.  iruEi:TA.  I  would  say  the  way  they  are  administered,  it  would 
be  no. 

Senator  Tact.  To  leave  the  labor  area  for  a  moment  and  to  go  to 
the  otlier  piece  of  legislation  that  is  pending  do  you  have  any  feel- ' 
mgs^  relating  to  collective  bargaining  of  producers  with  big  pur- 
chasing organizations? 

Ms.  IltrEKTA.  I  think  I  would  have  to  .see  the  farm  growers  be- 
hind It  I  don't  think  they  are  doing  the  small  growers  any  favor. 
Recently  they  had  a  cling  peach  bill  m  the  State  of  California  which 
would  have  given,  I  think,  money  protections  to  the  smaller  peach 
growers  put  out  of  business  by  Del  Monte.  The  Farm  Bureau  and 
Uol  Monte  opposed  that  particular  piece  of  legislation. 

/I  think  that  if  the  smaller  growers  can  organize  themselves  to 
tlic  point  where  they  can  bargain  with  tlio  markets  over  the  proces- 
sors, I  think  it  would  be  very  commendable.  I  know  for  a  fact  in 
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the  winemakinpf  industry  there  is  just  no  reason  why  the  small 
growers  can't  get  more  money  for  their  product,  except  they  are  too 
busy  fighting  with  each  other  and  fightmg  with  the  union.  Because* 
the  wine  gi'ape  industry*  the  wineries,  the  distillerifes,  are  making 
an  awful  lot  of  money,  out  that  ononey  is  not  coming  to  the  little 
growers.  It  is  because  they  are  completely  at  their  mercy*  They  are 
given  a  price  and  they  sell  at  that  price.  If  they  want  to  make  any 
extra  profit,  they  take  it  out  of  the  skin  of  the  farmers. 

Senator  Taft.  There  is  a  provision  in  that  legislation  requirmg 
the  purchaser  to  ^  negotiate  exclusively  with  the  jcproup  that  is  formed 
and  recognized,  in  effect,  and  not  to  negotiate  with  any  other  grower 
outside.  In  factj  \it  is  a  closed-sh^op  typo  of  provision.  Would  that 
affect  your  opinion  ? 

Ms.  IltTKUTA.  It\  depends  on  who  is^in  control  of  the  closed  shop. 
In  the  closed-marketmg  order  there yyou  have  Sunkist,  which  is  one 
of  the  larger  conglomerates  that  corftrols  all  of  the  orchard  produc- 
tion. \  J 

Senator  Taft.  That  is  a  cooperative,  is  it  not? 

Ms.  IltTKUTA.  Eifiht,  but  Sunkist  happens  to  control  it  and  they 
also  then  dictate  the  terms  of  wiien,  how  much,  every  independent 
orange  producer  can  produce.     /  " 

Senator  Taft.  Am  I  correctjn  saying  that  Simkist  is  a  growers' 
association?  ^ 

Ms.  IltncuTA.  In  that  organization  they  also  have  small  orange 
growers ;  then,  of  course,  tliey  compete  with  other  independent  orange 
growers  that  are  not  a  part  of  that  cooperative,  but  the  small  inde- 
pendent orange  producer  has  a  difficult  time  competing  with  Sunkist. 
You  have  to  be  careful,  I  think,  when  you  talk  about  that  type  of 
legislation,  that  you  ate  not  really  legislating  a  monopoly. 

Senator  Taft.  Now,  to  move  back  to  the  first  subject  I  talked 
al)out,  you  stated  in  your  testimony  that  you  felt  that,  the  coverage 
bv  the  National  Labor  Relations  Act  wqiild  prevent  a  product  boy- 
cott? 

Ms.  IltTERTA.  Yes.  *  r 

Senator  Taft.  Do  you  think  that  is  triie?  I  understood  under  the 
protections  of  freedom  of  speech  that  ^  product  boycott^  as  such, 
would  necessarily  be  permitted,  even  under  the  National  Labor  Rela- 
tions Act  today.  .  , 
-  Ms.  IltTKUTA.  That  would  be  subject  to  interpretation.  It  might  be 
interpreted  to  mean,  if  we  were  trying  to  get  a  contract  with  Berring- 
ton  Bros.,  which  is  a  winery,  and  a  subsidiary  of  the  Nestle's  Corp., 
if  we  might  l)oycott  Nestle's,  since  people  don't  know  who  Berring- 
ton  Bros,  is,  that  might  be  construed  as  a  secondary  boycott. 

Senator  Taft.  That  would  be  a  boycott  against  the  company  and 
not  against  the  product. 

Ms.  HtnaRTA.  Nestle's  is  a  product :  it  is  a  chocolate  candy  bar. 

Like  at  Del  Monte,  if  you  wanted  to  organize  their  peachpickers, 
and  we  had  a  boycott  against  Del  Monte  canned  foods  as  a  product, 
that  might  be  interpreted  to  be  a  secondary  boycott. 

Again  with  the  cJiainstores  in  the  bay  area,,  where  Safeway  con- 
trols about  50  percent  of  the  market,  if  you  don't  get  Safeway  to 
cooperate,  you  don't  have  a  boycott.  If  we  picket  Safeway  stores,  that 
miglit  be  construed  to  be  secondary  boycotting. 
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Senator  Tatt,  That  might  be.  But  picketing  of  the  product  might 
not  be.  That  is  the  point  I  would  make.  ' 

Ms.  HuERTA.  I  don-t  know.  We  certainly  need  all  of  these  ^weapons. 

Senator  Taft.  Would  you  favor  the  workers  whom  you  represent 
as  being  covered  by  the  Federal  minimum  wage  law? 

Ms.  HtJERTA.  They  are  covered  hut  it  doesn't  do  any  good  because 
It  isn't  enforced.  They  say  the  laws  are  put  away  so  they  won't  wear 
out. 

I  know  in  the  counties  some  people  were  picking  cherries  and  made 
65icents  an  hour.  There  were  no  funds  in  that  field.  I  was  told  bjS  soon 
as  I  went  into  the  field  that  I  didn't  have  to  work  with  some  black 
people  who  were  there.  They  said,  "You  don't  have  to  work  next  to 
those  niggers  if  you  don't  want  to."  The  Mexicans  were  all  put  into 
the  bad  field  and  the  Anglos  who  came  down  to  pick  chernes  were 
put  into  the  good  field.  Tliis  is  the  kind  of  jungle  it  is  out  there. 

Senator  Tact,  The  answer  to  my  question,  I  take  it,  would  be,  then, 
if  you  had  a  Federal  minimum  wage  law  that  you  thought  would  be 
enforced,  you  would  want  to  be  covered,  is  that  correct? 

Ms.  HuERTA.  The  only  way  we  can  enforce  it  would  be  if  we  had 
union  contracts. 

No,  I  think  the  Federal  minimum  wage  law  should  bejpassed  be- 
cause eventually  the  union  will  arrive  and  we  will  j?et  enforcement 
and  the  law  will  be  oil  the  l>ook8.  You  should  be  working  for  Work- 
men s  compensation  in  other  States  because  somebody,  some  farm- 
workers, even  if  it  is  only  a  handful,  will  get  those  benefits  and  it  is 
a  door  opener. 

Senator  Taft.  The  minimum  wage  law  has  been  effective  in  its 
enforcement  in  some  arehs  where  no  union  contracts  were  involved. 

Ms.  HtmnTA.Idon*tknowof  any.   -  ^ 

Senator  Taft.  Rather  strict  penalties  have  occurred  involving  the 
amount  of  backpay  that  has  been  involved  in  nonunion  situations 
throughout  the  Nation. 

Ms.  HuEnTA.  I  am  glad  to  hear  that  because'  I  have  an  article 
here  that  just  came  out  about  the  lack  of  enforcement  of  the  mini- 
mum wage.  I  will  leave  that  with  the  committee  also. 

They  found  where  places  in  Texas^  farmworkers  were  still  earning 
only  20  and  40  cents  an  hour. 

Senator  Taft.  I  doubt  if  they  are  under  the  minimum  wage  law. 
^  I  question  your  earlier  statement  that  most  of  them  are  under  the 
federal  minimum  wage  law.  I  think  most  of  them  are  not. 

Ms.  HtTKiiTA.  Most  of  the  farmworkers  are  not  ? 

Senator  Taft.  Yes. 

Ms.  Httfjita.  That  may  be.  I  tliought  many  were  covered.  In  the 
State  of  California  where  we  do  have  the  State  minimum  wage  law, 
that  is  not  l)eing  enforced. 

Senator  Taft<  TVliat  do  you  see  as  the  future  of  the  fnigratory 
labor  problem?  Do  you  continue  to  see  migrants,  as  such,  fitting  into 
the  picture  or  are  we  talking  rather  about  farmworkers  within 
limited  periods  of  resideifre  or  Imiited  distances  from  their  resi- 
dences.   '  ^ 

Ms.  HuEiiTA.  I  think,  if  unionization  is  allowed  to  continue,  and 
that  depends  a  lot  on  you  gentlemen  in  Congress  and  the  State  legis- 
lature, that  we  will  see  an  end  to  the  migrt^nt  scene.  In  Delano,  winch 
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is  where  we'have  been  active  the  longest,  th(>re  harve  been  aliq^t.fiye.*  ^ 
housing  developments  that  have  been  built,  both  public  housing  and  • 
private  housing  and  self-help  housing,  and  farmworkers  have-settliea' 
down.  If  you  could  know  the  individuals  that  we  knew  -who  came^ 
from  Juarez,  who  came  from  Florida,  who  cam^  from  T^^^xas  to' 
Delano  to  work,  because  the  union  was  a  support,  a  bftse^  somethixig 
they  could  look  into.  We  were  given  seniority  ,  rights  in.  the  coyittai^fc 
so  they  have  the  right  to  their  ♦job  when  they  cbtne  back  so  eventually  ^ 
they  settle  down.  The  turnover  in  the  ranches  where  we  havcj^union^ 
contracts  has  been  cut  down  tlremendouslv.  The  first  year  of  tlie  c^n-* ,  - 
tract  we  have  a. lot  of  turnover.  By  the  second  year  and  the  third 
year  we  have  a  stable  work  force.         •  ,  :  . 

Right  now  at  the  Schenley  ranch  I  would  venture  to,  say  tjiere  has 
been  a  10  percent  turnover,  and  the  Gallo, ranch  likewise,  Jf  ^the  ] 
migrant  i)eople  will  settle  down  and  be?  in  the  community, 'they  will  V. 
spend  their  money  in  the  community; 

Senator  Taft.  I  take  it  you  feel  that  is  desirable  an<l  I  urn  inclined  ^ 
to  agree  with  you,  but  let's  take  it  back  to/my  area  t>t  the^«country, 
northwest  Ohio,  where  you  know  mipfrant  workers  are  ilseft  for  par- 
*  ticular  products.  I  wonder  if  your  position  on  niechtini;^ation  would 
apply  in  that  circumstance  or  would  you  say  that  i^'woifld'bia  befter 
in  some  ways  to  mechanize  and  eliminate  the  migraht  Mature  of  1:hfe  ' 
problem,  tVould  it  be  better  to  try  to  provide  the  people  who.  are  Out 
of  a  job  as  a  result  of  mechanization  with  Some  resettlei^eAfc  of.  SQiisie 
method  of  earning  a  livelihood  without  being  in  the  jnigrant  status? 

Ms.  HuERTA.  I  cion't  know  what  the  employment "rateT  is  in  your 
State,  Senator.  I  know  the  wages  are  pretty  bad  in  your  State.  They 
are  probably  the  lowest  in  the  Nation.  If  you  have-high  unemploy- 
ment and  good  wages,  people  come  to  work.  That  has  happened  vx 
California.  People  are  cWiing  baj^k  to  farmwork.  We  have  high  ' 
school  dropouts  and  graduates^,  people  who  have'^onq,  to'ljos  Angeles 
and  San  Francisco  to  work  inJ:ne  cit'ies*,  who  come  l)a<?k  to  Delano.. 

Senator  Taft.  What  I  am  tiwing  to  determina  is  your  assessment 
of  whether  you  feel  we  ought  to\pntinue  to  rely  on  migrant  workers 
even  under  contracts  at  sound  ratfes  of  pay,  or,  whether  the  migrant 
in  the  problem  is  somethii^  we  Dught  to  pliise  out  if  we  can  provide  - 
other  n]^ans  of  handling  the  types  of'xpro^u^itsrinvolveij. 

Ms.  liiTERTA.  Again,  you  are  talkingVhout  p|?^  versus  machines.' 
If  you  have  people  unemployed  in  the  S(tWe'and.tliey  can  be  put  to 
work  at  an  adequate  wage,  that  would  be^better  for  everybody. 

Senator  Taft.  That  has  happened,  of  cpurse;  Many  migrants  have 
come  and  stayed  in  Ohio  and  worked  in  industry. 

Ms.  HiTERTA.  That  is  what  has  happened  anc^  it  will  liappen  in 
agriculture  also,  you  see.  Once  the  social  iStfgma  and  the  slave  wage 
and  the  slave  attitude  is  removed  from*  that,  people  will  go  back  to 
farmwork.  You  know,  right  now,  if  our  farmworkers  

Senator  Taft.  The  problem  in  Ohio,  a&  compared  to  California,  is 
that  farmwork  is  far  more  highly  seasonal. ' 

Ms^  IIiTFJiTA.  It  can't  be  any  mcfre  seasonal  than  in  the  wine  grape 
industry.  *  , 

Senator  Taft.  There  are  othei^  industries?,  farming  industries, 
which  have  an  on-gohig.need  foj;  labor  throughout  the  year,  at  least 
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inorcvthroughout  the  year  in  California  than  tliere  aro  in  the  climat^ 
like  Ohio.  /  ^ 

Ms.  HuERTA.  How  many  montlis  of  eniploympnt  ai-e  there 
Senator  Tapt.  Probably  about  three. 

Ms.  HpnxA.  We  have  to  look  at  the  situation.  I  am  pretty  sure 
It  could  be  worked  out  .where  local  people  could  do  that  work  even- 
tually or  the  migrants  ^yho  are  migrating  would  settle  down  and 

Senator  Taft.  Tlmnk  you  very  much. 

Senator  Ste\i:n-sdin-.  Ms.  Iluerta,  I  wish  we  could  continue  this 
conversation.  It  is  now  1:30  and  our  afternoon  session  was  scliflfl- 
uled  to  start  a  half  an  hour  ago.  We  are  running  about  an  hoyr  and 
a  half  behind  schedule. 

I  thank  you  very  much  for  joining  us  and  helping  us.  Your  state- 
ment will  bo  entered  in  the  record  along  with  any  exhibits  or  other 
materials  you  ^vant  to  submit  with  it.  ^  ^ 

Ms.  IlfEnxA.  I  would  like  to  leave  this  book  tfmt  has  a  foreward 
by  benator  Fannm.  It  is  a  very  vicious  book  against  the  union  and 
C  aesar  (  Jiavez  and  some  corresponding  exhibits  to  talk  about  it. 

I  would  like  to  furnish  the  committee  with  some  information  of 
the  myorvement  of  other  giant  corporations  that^are  in  .this  fight 
against  the  union,  helping  canners  and  growere  to  love  the  corpora- 
tions, and  many  others  that  are  contributing  to  this  big  fight  against 

(ThG  prepared  statement,  exhibits,"  and  other  information  sub-' 
mitted  by  Doloi-es  (\  Huerta  follows :) 

Pkoblems  in  Oroaniziwo  Farmwokkchs 

united  farm  workers  organizing  committee  atwflo 

TlirouRhout  the  years  that  liearlngH  were  held  on  the  problems  of  mlBrant 
farmworkers,  the  prORress  of  resolution  of  these  problems  was  almost  nil. 
I'.veryone  Rrleved  over  the  problems  of  the  farmworkers  and  hoptnl  and  prayed 

/I'l  hT^'^'"*^  ^*        ""^  oceurred~a  leaderTro™ 

from  the  farmworkers  and  they  rallied  around  him  and  the  Ico  was  brokpn 

SeUipmfntoniieVii;''''^^        exploitation  of  farmworkers  through  the 

iiOts  Just  have  a  rosumo  of  tlie  rosultu : 

^A.  20,000  fannworkers  in  Calif ornIa»  now  covered  by'unlou  collective  bar- 
finning  agreements,  have  a  guaranteed  minimum  wage  of  $1.00,  and  &.h 
mvly  minimum^.  Yet  In  area^  in  Callfonila  where  farmworkers  do  aot  have 
the  proteetlon^  of  imvOC  contraetH,  they  are  earning  $1.(5)  t^w:^  S 
hrnir  and  a«  little  as  50  cents  an<l  05  cents  an  hour  on  ple«3  rates  AssSibly- 
man  Kotcliems  Committee  on  Agriculture  rei>orts  that  farmworkers  cov^^^^^ 
eLibit^l)  earned  twice  as  much  money  as  those  not  covered,  (sec 

B.  Union  members  have  protection  from  discharge. 

C.  Seniority  rights  are  held  by  the  worker. 

I>.  They  have  a  grievance  procedure.  . 
un^on'cmi^tV^^^^      elimination  of  child  labor  in  the  fields  where  we  hare 

P.,Tifn?re  l<j  protection  from  Pesticide  poisonto^ 
n  :  '\^^,JJ^t>ot'^,<*o«traetor  or  "crew  leader"  system  has  been  eliminated 
through  the  establishment  of  the  hiring  hall.  t^iimiumwi 

H.  There  is  enforcement  of  Sanitation  Laws  (i.e.  toUets  in  the  lleias). 
drinking  waterjiand  washing  faellitioH/ protective  clothing  ^* 

Other  benefits  that  a  union  member  has  includes  a  medical  plan  that  corcra 
JniSfJ^T^'^'S*^"?  their  families  with  doctors  visits,  prescription  ea^^^^^^^ 
temity  beneflts,  hospitalization  benefits  and  laboratory  te«t«.  There  is  a 
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minimxm  (SBfti  plan  for  workers  tliat  work  only  50  ho^rs  and  a  larger  plan 
for  thosie^  p^at '  work  250  hours  (one  month).  In  addition  to  this  there  have 
been  t\<ro  f%to  worker  clinics  built — one  in  Calexieo  and  one  in  Delano— 
which  irr0  ftftl-time  clinics  with  fiill  time  stafC  that  aife  seeing  unio^  members 
,    daily,  y-  ^  . 

A  fai'i3ft  workers  Credit  Union,  <:hat  has  inade  loatns  of  more  than  a  half  a 
million^ dollfit^fts  of  farm  Workers  jnoney  tor  farm  workers.  The  first  of  its  kind 
in  tlje  '^nit^JJ  States,  it  was  establish^  in  1963  berore  any  union  contracts 
were  olitainiefl.  The  Credit  Union ^js^affed  with  farV  "workers  who  do  the  - 
a^Jcounting  aitid  it  is  directed  by  f^ini  workers.  , 

There  is  an  onrgoing  servic^>program  for  farm  workers  in  six  states;  Gall- 
"  fomia,  4ri?o^a,  Texas?  Florida,  Washington,  Oregon,  and  New  York.  This  pro- 
gram helps  tife  farmWorlf^rs  with  their  miscellaneous  problems.  This  includes 
helping  theni  deal  with^crther  agencies. 

The  cooperative  gasoline  station  is  another  service  provided  by  the  union.- 

The  urilpri  hasX^ death  benefit  insurance. program  that  covets  all  members 
and  their  d^pepdentsr— $1,000  for  the  member  and  $500  for  each  dependent  in 
case  of  deatjbr;  This  benefit  is  available  to  members  whether  or  not  they  are 
covered  hy^the  coU^tive  bargaining  agreements. 
^  The  first  retirement  village  "for  "worn  out"  farmworkers  was  established. 
The  jkgbnytt^l^i  Village,  in  Delano,  islfor  Filipino  farm  workers  who  are  now 
destitute,  alone  victims  of  the  racist  California  Laws  and  Immigration  Laws 
which^  forbade  Orientals  to  i^)[ry  Cani^siaii|^  and  therefore  destined  them  to 
live  as  labor  slaves  in  lafoijp;camps  withSut  wives  or  children  and  to  face 
their  retirement  years  as  forgotten  men,      '  ' 

AH  of  the*;aboye  programs  have  been  achieved ^ithout  government  subsidies  . 
or  Federal  funds  of  any  Icind,  '  ■ 

This  has  been  achieved  for.oi43u20,000  workers  in  the  States  of  California 
and  Ari^Ona-^less  than  one  tenth  of  the  labor  force  of  these  two  states.  As 
I  said  earlier  we  have  barely  scratched  the  surface  and  tile  most  bitter  part 
of  this  is  the  reflecticm  of  the  titanic  struggles  that  the  farm  worker's  union 
has  had  to  make  for  every  inch  of  success.  A  victory  that  would  not  have 
happened  had  not  farm^  workers  left  their  homes  to  go  to  every  major  city  of 
the  U:S.  and  organize /support  of  the  people  of  good  will  to  support  our  strug- 
gle through  the  non-viplent  action  of  boycotts. 

This  is  not  said  in  tlie  form  of  a  complaint,  UFWOC  is  prepared  to  con- 
tinue the  contract  by  contract  fight  for  the  rights  of  workers.  But  there  are 
^those  forces,  who  are  against  the  farm  workers  having  a  decent  way  of  life 
'or  the  selfrdetermination  of  their  own  union.  They -are  trying  to  handcuff 
the  /efforts  of  the  farm  workers  by  the  legislative  process.  These  organiza- 
tions are  against  farm  workers  having  even  the  basic  human  minimal  protec-  . 
tions**  that  are  heeded  for  them  to  perform  the  work  for  their  agricultural 
"  employers. 

Throughout  the  history  of  California  the  aime  giant  corporations  which  have 
dominated  this  state's  ecoh9my  and  are  part  of  the  agribusiness  establishment — 
corporations  like  PG&E,  Bank  of  America,  DiGiorgio  Corp,,  Calif.  Cann'ers  & 
Growers,  Pel  Monte  (formerly  Calif,  Packing  Assoc.) — have  given  txoth  financial 
and  moral  support  to  movements  and  organizations— rlike  the  Associated  Farmers, 
the  Calif,  Farm  Bureau,  the  National  Right-to-Work  Committee,  and  the  various 
grower  and  corporate  opposition  groups  the  UFWOC  has  encountered  in  the 
San  Joa^Sln  Valley  in  the  last  six  years — who  have  actively  sought  to  deny  farm 
workers  the  right  to  organize  and  destroy  their  union, 

^The  Farm  Bureau  Federation  in  National  Right  to  Work  Foundation,  the 
John  Birch  Society  and  growers,  have  joined  together  to  propose  and  promote 
legislation  that  would  establish  organizations  that  are  sympathetic  to  the 
growers  and  that  would  not ,  represent  the  needs  of  farm  workers. 

It  is  interesting  to  note  that  the  Farm  Bureau  Federation  and  their  so- 
called  "Citizens  for  Agriculture"  committee  actively  opposed  unemployment 
insurance  coverage  for  farm  workers  in  the  state  of  California,  and  the  par- 
'  •  ticipation  of  the  State  Department  of  Public  Health  in  establishment  of 
pesticide  regulations.  They  claim  to  be  concer^ied  about  the  rights  of  farm 
workers  to  choose  their  own  representatives,  yet  their  real  intent  is  to  stop  the 
unionization  of  farm  workers,  as  you  can  see  by  the  enclosed  documents. 

While  these  reactionaries  express  their  intention  very  openly,  it  is  amazing  » 
how  many  "libej^als"  have  been  duped  into  adopting  their  tactics  to  place  farm 
workers  under  legislation  that  would  restrict  organizing,  and  therefore,  make  - 
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'      '^I  d'll^not"  t^iil^'^^l'''^  liardshlps  that  fariri  workers  suffer  daily  impossible, 
acrivitv  alinst^n^^  }^^^^?^^^  community  climate  and  community 

fa  P     L^f         especially  when  it  is  a  paid,  organized  effort  There 

is^  complete  control  of  courts,  law  enforcement,  and  other  Wernmental  bodies 

r^^^"f  conspiracy  between  he  govemmfnTanT^^^^^^ 
^JI^n^^JL^^^^  Reagan's  veto  of  our  hard-won  measure  (unemploymenr in- 
?^Srce^awTH,"^^^^^^^  ^"^^^  legislature,  Ther,  is  lack  of  ™gness 

I^ocf^T,     ,  supposed  to  protect  farm  workers  (i.e.  sanitation 

f  ^'1''  ^Wl^r^n,  t^^^^"^'  "^^"^^"^  wages  wortoan'f  co^^^^^^^ 
'  "'^^  ^^^'^^  '^^^  'arm  workers  cannot  expect  to  win  justice 

ind  thp  ^^^^nn^^tal  bodies  in  Olilifornia.  So  confident  are  the  A7m  Bureau 
M^''-''"!'^^'  '^^^  ^^^^  communities  tied  up.  tjiat  a  rS 

publica  ion  m  the  California  Farmer  tells  growers  how  to  eseaWish  citS 
committees.  And  I  quote  from  Exhibit  t>vo^(outlined  paraVaphs  of  arti^^^^^^ 
ftrt?  contracts  are  won  and  farm  workers  do  not  have  to  LrSg 

fired  from  their  joN  or  black  listid  for  political  activitv.  they  will  havFffie 
'  to  defend  themselves  in  ^heir  community.  An  examp^^^^^^^ 

Snnntd"H^'^^"''SF^^'^'"^^V  ^  .^'^  ^^'^  population.  The  city  ^uncn 
opposed  the  permit  to  construct  the  prior  mentioned  AgbayW.iitfrement 
village  because  they  said  it  would  peate  "urbai^  sprawl-  As  ffiis  siteTa^  to 

^^  ?f"]^^^^n^^\'^^V'^^^  members  ^ad  enough  poliLTp7estige 

to  the  Kern  County  Board  of  Supervisors  to  offset  their  opposition. 
-  However,  in  areas  where  the  collective '  bargaining  agreements  have  not 
been  won.  the  situation  is  just  the  opposite.  Farm  workers  shot  and  injured 
by  labor  contractors  .and  growers  can  not  get  the  local  District  Attorney  to 
issue  complaints  against  their  assailants.  Yet.  in  the  Salinas  Valley  hundreds 
of  farm  workers  were  arrested  for  picketing,  and  oulr  director.  Cesar  Chavez 
jns  jailed  for  instituting  the  boycott  after  the  local  courts  issued  injunctions 
that  pre^Vented  all  picketing. 

,  i^,^^.  ""^®^^®^^^^^®  workers  that  .the  same  congressmen  and  state 

legislator  that  are  complaining  abotit  the  use  of  the  boycott  as  a  non-violent 
tactic  and  that  are  clamoring  for  legislation  to  eliminate  the  boycott,  are  the 
sjune  men  who  came  quickly  to  thej  defense  of  the  growers  who  are  being 
investigated  for  the  blatent  cheating!  and  embezzelment  of  taxpayers  monev 
Tinder  the  cotton  sudsitly  program/ 

-  >:  q?hese  same;  legislators  and  growers  have  neVer  done  one  thlhg  to  help  farm 
p^J^H^^'Vo"  T«  'I""'  have  over  the  j^ars  beginning  with  the  bracero  program 
PiJblic  Law  78,  heaped  tribulation  after  tribulation  upon  the  local -farm 
workers.  ^  ^ 

But  it  is  quite  clear  that  the  boycott  is  ihe  only  guarantee  to  gain  union 
protection  for  farm  workers.  There  have  been  many  instances  where  after  a 
8ttcce^;sful  strike,  growers-  have  agreed  to  give  the  workers  recognition  and 
have  refused  to  sign  collective  bargaining  agreements  after  the  workers  re- 
turned to  work  and  finished  picking  the  crop-examples  of  .this  are  the  Coit 
.  Ranch  in  Mendota.  California;  Abatti  farms  in  .Imperial  (both  melon  grow- 
ers)^ and  the  Nature  ripe  and  DriscoU  strawberry  corporations  in  the  Salinas 
A  alley.  In  addition  to  these  there  are  many  others.  In  some  of  these  secret 
ballot  elections,  were  held,  such  as  the  Yakima  Chief  hops  ranch  in  Washing- 
ton  State,  and  the  union  won  an  overwhelming  majority,  but  we  still  do  not 
have  a  contract  because  Mr.  Dan  Gannon  stalled  the  negotiations  until  he 
*    could  replace  the  striking  work  force. 

In  the  lettuce  industry,  we  called  a  moratorium  of  the  lettuce  boycott  on 
May  5.  1071  and  were  engaged  in  negotiations  until  a  couple  of  months  afeo.  It 
is  quite  obvious  to  us  at  this  time  that  the  lettuce  growers  are  not  negotiating 
in  good  faith  after  seven  months  of  negotiations,  and  we  are  faced  with«^ 
I^pspect  of  having  to  reinstate  the  boycott  against"  them, 

*  -  Itns  rather  interesting  to  note  that  the  large  corporations  and  conglomerates 
have  been  easier  to  unionize  than  the  smaller  growers.  The  farm  worker  Is 
equally  oppressed  if  he  is  being  underpaid  and  had  terrible  working  conditions 
under  a  grower  who  has  40  acres  or  one  that  has  40.000,  The  fact  that  a 

_^ro\ver  is  small  should  not  exempt  him  from  having  a  responsibility  to  his 

^abor  force  and  his  workers  are  equally  entitled  to  the  protections  of  a  union 
contract. 

Using  the  Salinas  Valley  as  an  example,  the  only  farm  workers  in  the  lettuce 
ind^ustry  that  have  the  protection  of  a  bona-fide  union  contract  are  the  employ- 
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ees  of  the  large  cprpo rations,  Inter-harvest  (United  Frutt),  l^esh  Pict 
<Purex),  and  D'Arrigo.  Likewise  in  the  Bine  grape  industry — Schenley,  Paul 
Masson,  Almaden  (national  distillers),  Oallo,  Hubb^ein,  Christian  Brothers. 
•  It  seems  that  the  only  way  to  force  growers  who  do  ;iot  have  brajad  names 
to  recognize  and  negotiate  with  their  workers  Is  to  have  a  product  wide  boy*- 
cott,  such  as  was  conducted  in  the  grapes  and  ^vlll  have- to  he  resu^Ked  in  the 
lettuce  industry. 

The  role  of  the  chain  store  In  the  boycott  has  been  raised  several  times  dur- 
ing these  hearing;  It  is  noteworthy  that  here  again  the  trend  is  toward 
monopolization  of  the  grocery  market  by^  a  few  chains  such  as  Safeway. 
Agribusiness  interests  isit  on  the  board  of  directors  of  Safeway,  Safeway  is 
also  pr<>ducing  many  of  the  products  that  they  sell  therefore  competing  di- 
rectly with  the  growers  they  buy  from.  Xhe  consumer  does  not  have  a  choice 
about  what  product  she  wants  to  buy  or  how  much  she  is  going  to  pay  for 
it.  Safeway  makes  that  decision  for  her.  We  insist  that  Safeway  has  a  re-  . 
sponsibility  to  the  consumer  and  to  the  general  public.  We  Insist  that  Safeway 
should  not  sell  products  that  have  been  gathered  from  the  sweat  of  exploita- 
tito  of  farm  workers.  We  insist  that  Safeway  has  a  responsibility  to  sell 
prSjaucts  that  have  been  picked  under  sanitary  conditions  and^e  free  from 
pesticides.  If  they  have  the  freedom  to  grow  and  monopolize  therxlso  have  a 
corporate  responsibility  that  towards  the  farm  workers  who  produck  the  fOod 
and  consumers  who  buy  the  food.  If  Safeway  does  not  take  these  respon- 

;albiiities  seriously  the  consumers  should  be  free  to  boycott  their  stores. 
^  In  the  area  of  food  distribution,  there  has  been  a  serious  lack  of  total  re* 
sponsibiUty.  It  is  distressing  to  think  that  fruits  are  left  rotting  in  the  field 
such  as  the  peaches  which  in  California  there  was  67%  peach  drop,  omngea 
which  are  left  unpicked,  other  fresh  produce  that  is  not  harvested  because 
there  is  no  price.  Yet  the  poor  masses  In  America  cannot  afford  to  buy  fresh 
produce  or  many  of  the  capned  products  becau^  the  grocers  price  the  food 
above  ttieir  income  range.  The  coal  of  the  growers,  the  landless  shippers  and 
distributors,  the  chain  stores  i^ot  on  providing  an  adequate  food  supply  for 
the  nation,  but  in  fining  methods  to  increase  their  Own  profits.  So  we  have  the 
dilemma  of  agricultural  surplus,  hungry  people  in  a  latftl  of  plenty,  and  give 
away  agricultural  programs  in  amounts  of  billions  of  dollars  to  the  already 
wealthy.  "  : 

We  think  it  is  commendable  of  the  Sub-committee  on  Migratory  Lnbor  that 
it  should  deal  with  the  other  aspects  of  agriculture,  for  certainly  one  facet' 
Interlocks  with  the  other.  *  .  ,      v,,  ^ 

As  the  lowest,  rung  on  the  Agricultural  totem  pole,  \ve  need  some  immediate 
protections  • 

1.  The  freedom  to  continue  the  organization  and  unionization  of  farm 
workers  without  legislative  restraints. 

2.  The  protection  from  wanton  use  of  mechanization  that  will  place 
thousands  ^f  farm  workers  on  the  already  overflowing  ranks  of  the  un- 
employed. "  -  . 

3.  Exemptions  from  the  Wage  Freese  as  Agriculturalists  are  exempt 
from  the  Price  Freeze.  ^  ^  ^       ^  ^ 

4.  The  enforcement  of  existing  legislation  that  is  supposed  to  protect 

farmworkers.  ^      ^  ,        i.  i. 

5.  The  need  for  government  and  law  enforcement  to  adequately  protect 
UFWOC  personnel  from  assassination. 

6.  The  establishment  of  financing  availability  for  cooperative  ventures. 
It  is  unfortunate  that  the  smaller  growers  that  are  not  unionizo'd  are -so 

blinded  with  their  bigotry  and  unreasonable  attitudes  against  the  trnionization 
of  farm  workers^  as  we  have  so  mam?  problems  in  common  and  so  many  com- 
mon interests  that  we  should  unlte^r  our  ^o^^t  survival.  But  as  their  attitude 
prohibits  our  working  together  with  them,  and  it  makes  it  difficult  for  those 
smaller  growers  who  are  under  union  contracts  to  work  on  the  major  problems 
facing  the  family  far&er.  In  conjunction  with  the  Union. 

LIST  OF  EXHIBITS 

■     1  Assemblyman  Ketchum's  committee  on  agriculture  reports  that  farm 
workers  covered  by  union  contracits  earned  twice  as  much  as  those  not  covered. 
,     '         2  Advice  oil  how  to  form  a  "Citizen's  Ag,  Committee"  demonstrates  how  to 
manipulate  the  climate  of  a  community  t^>  fight  unionization. 
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3.  Allen  Grant,  President  of  the  California  Farm  Bureau  Federation,  is  also 
a  trustee  of  the  National  Bight'  to  Work  Legal  Defense  and  Educational 
Foundation  Ind  The  California  Farm  Bureau  Federation  is  an  outspoken  ad- 
vocate of  U^rxa  labor  legislation  designed  to  handicap  organizing  efforts  in  the 
state  of  California. 

4;  CaUfomia  Farm  Biireau  Federation's  oflScial  positions  regarding  farm 
labor  legislation  introduced  in  the  1971  California  Legislature. 

5.  The  National  Right  to  Work  Committee  is  involved  in  partisan  solicitation 
of  funds  through  U.S.  senatorial  oflSces. 

6.  Letter  from  Beed  Larson,  Executive  Vice  President  of  the  National  Bight 
to  Work  Committee,  soliciting  funds.   ^  • 

7*  A  Bight  to  Work  publication  attacking  U.F.W.O.C.  A.F.L.-C.I.O. 

8.  Reed  Larson,  National  Bight  to  Work  Executive  Vice  President,  directs 
all  Vassociation  executives'^  to  campaign  against  Cesar  Chavez. 

0.  Melchor  O'Campo,  spokesman  for  ttie  National  Right  to  Work  Committee 
in  California  agribusiness,  campaigns  .against  U.F.W.O.C.  A.F.L.-C.LO. 

iO;  Melchor  O'Campo  admits  membefship  in  the  John  Birch  Society,  digs  up 
old  clmrges  of  communism,  and  works  with  growers  and  anti-union  legislation 
to  fight  unionization 

11.  Election  in  the  field.  The  co^npany  union. 


EXHIBIT  1.-AM0UNT  OF  TOTAL  CALIFORNIA  EARNINGS  BY  TYPE  OF  UBOR 
fPtrcintaf I  Distribution  of  a  wiighted  1  Ptrcint  sampli  of  ivorkirs  with  ^00  or  mori  Catifomla  farm  Mrnlngs  In  1965| 


Typt  of  tatwr 


Total  larnlngs  in  California 


Total 


Hand 


Michina 


Hand  and 
michina 


Othir  Unknowi^ 


Total,  numbir   4,867  3,126  375  533 

-     —         /  J(1DO.O%)  r  (73.8%)  (8.9%)  (12.6%) 

Total,  ptwint-...   100.0  lOO.O  100.0  100.0 

$100  to  $499   25.4  30.1  4.3  13.7 

$500to^   16.1  11.2  12.3  11.1 

$1,000  to  $1.999   19.1  21.9  17.2  23.2 

$2,000  to  $2,999   13.7  13.0  19.4  15.2 

$3,000  to  $3,999   10.4  9.4  12.6  15,1 

$4,000  to  $4,999   6.9  4.0  11.6  13.0 

^.OOOandovar   7.6  3.4  22.6 

Madiin  iarninis   $1,388  $1,065  $2,895  $2, 


:,07§ 


201 
(4.7%) 

100.0 
17.1 
6.6 
10.3 
14.8 
9.1 
9.1 
31.6 
$3,109 


632 


^Wdrkirs  for  whom  information  is  not  avallablt  ara  axcludid  from  computation  of  pircintafa). 
No^a.--Pircinta|is  may  not  add  to  totals/baausa  of  rounding. 


♦  V  Exhibit  2 

•  .     ,  »   ■  ; 

•        %  [From  tbo  California  Farmer,  Sept.  4. 1071] 

Hebe  is  How  to  Form  a  OmzuN's  Ao  Committbe 

What  do  citizens  do  if  they  want  to  help  agriculture?  Following  recent  stories 
urging  growers  and  their  families  to  get  involved,  California  Farmer  hm^  requests 
for  how  to  do  it. 

To  try  for  some  answers,  we  went  to  X  Mario  Marty  of  Salinas  Who  has  headed 
his  local  Citizens  Committee  for  Agriculture  for  some  time  now  and  has  just  re- 
cently taken  on  the  added  task  of  chairman  of  the  newly  organized  Western 
States  Citizens  for  Agriculture  with  nine  chapters  in  three  States. 

First  off,  Marty  is  not  a  grower.  In  fact,  he  is  general  manager  of  World  Tours 
in  Salinas.  The  purpose  of  the  new  Western  group  i^  to  act  as  a  clearing 
house  and  central  source  of  information  for  use  by  anyone  who  is  interested  in 
the  figlit  against  Cesar  Chavez,  Delores  Huerta  and  the  committee  they  head. 

On  the  local  scene  where  the  group  has  functioned  a  little  longer,  Marty  and 
his  workers  have  established  committees,  which  in  turn  are  responsible  f or  estab- 
lishing  contacts  in ;  .  " 
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The  Chamber  of  Commerce  and  the  Jaycees,  aU  service  clubs,  Ci^  Council  and 
Board  ot  Supervisors,  all  law  enforcement  agencies  i?c^"ding  the  California 
HlKhway  Patrol,  all  churches,  all  local  unions,  the  school  board,  the  Keal  Estate 
Association,  the  local  Bar  Association,  P.G,  &  E.?  and  the  telephone  company,  aU 
media,  city  and  county  health  authorities,  every  merchant  in  town,  IndlvlduaUy, 
tlie  welfare  department,  farm  labor  office,  the  district  attorney,  aU  feed,  seed, 
chemical  and  fertilizer  suppliers  and  labor  contractors.  A  special  committee  works 
directly  with  grocery  stores  if  and  when  a  boycott  hits, 

It  is  the  committees'  responsibility  to  establish  contact  within  each  of  the^e 
groups,  as  well  as  any Ither  interested  organizations.  If  TJFWOC  makes  a  Diove^ 
teleohone  campaign  has  the  entire  community  alerted  in  minutes.  If  UFWOC 
pickets  are  tetabllshed,  counter-pickets,  armed  with  cameras  and  tape-recorders 
are  on  the  spot  Immediately. 

If  you  have  a  committee  in  charge  of  each  of  the  above  (it  could  be  a  com- 
mlttee  of  one),  it  Is  the  nucleus  of  a  Citizens  Committee  *<>r  ^  . 

Upon  trying  to  organize,  a  finance  committee  is  essential,  Have^a  CPA  set 
UP  an  account,  to  take  donations  payable  to  "agricultural  advertising.  Then, 
begin  an  Imnuadiate  fund-ralslng>ampalgn  for  a  war-chest  When  money  is 
needed,  there  is  no  time  to  collect  It.  Have  It  ready.  Is  Marty  s  advice.        .  ,  ' 

If  you  have  a  large  group,  you'll  need  a  legal  counsel,  and  hell  probably 
advise  you  to  Incorporate  £ft  a  non-profit  organization  immediately.  This  spreads 
personal  risk  and  enables  an  organization  to  receive  and  dispense  funds  more 

^^A.mwyer  who  understands  your  function  must  be  lined  up.  Key  members  of 
the  committee  must  have  the  attorney's  home  phone  number  available  and  ready 
for  use 

Have  restraining  order  papers  and  Injunction  requests  lined  up  and  PrePared 
In  advance.  Decide  ahead  of  time  who  will  serve  the  Injunctions,  who  will  take 
pictures  of  pickets  being  served.  ,  n^^i. 

You  must  have  a  place  from  which  to  operate  with  several  phones.  Peak 
hours  will  be  4:30  a.m.  to  8:00  a.m,  for  the  field  trouble,  and  then  late  In  the 
.  afternoon  for  Information  clearing,  /  ,      ^       „  ^    .  «f.,i^c 

You'll  need  your  office  equipped  with  maps,  telephone  lists,  bumper  strips, 
flags,  office  supplies.  English  and  Spanish  copies  of  contracts,  committee  contacts 
and  documented  Information  ready  for  Immediate  use. 
;  lilne  up  volunteers  In  advance  to  man  telephones  and  help  direct  police, 
workers,  newsmen  and  others  to  the  right  fields.  Have  people  ready  to  run  off 
material,  make  signs  and  handle  money.  Have  a  contact  for  the  news  media 
who  Is  readily  available  so  media  people  will  return  for  stories. 

It  will  take  at  least  one  person  to  work  fulV  time.  This  may  have  to  be  a 
paid  employee.  So  have  the  money  ready  for  a  salary.  It  takes  one  full  time 
employee  to  provide  continuity,  channel  volunteers,  squelch  rumors  and  take 
the  responsibility  of  keeping  the  office  functioning.  . 

Have  all  car  radios  listed  and  alerted.  Funnel  calls  from  the  Citizen  s  Com- 
mittee to  the  bdse  and  then  to  men  In  the  field  If  there  is  no  base  set.  The  most 
Important  thing  Is  to  make  sure  your  chain  of  command  Is  clear.  Do  instruc- 
tions come  from  Individual  companies  or  from  the  Citizen's  Committee  office? 
Make  sure  everyone  knows  the  deal.  Be  sure  all  lines  will  be  monitored.  So  he 
ready.  This  Includes  sheriff  and  police. 

Set  up  trouble  shooters  In  a^lvance.  Somebody  needs  to  keep  farming,  wo 
make  It  clear  who  will  be  free  to  ride  shotgun  on  CTWOC  bands.  Know  in 
advance  who  is  to  do  what  ,  ^  ^,  ,  ^ 

Have  a  prior  agreed  up<m  procedure  with  police,  sheriff  and  highway  patrol. 
Who  la  to  receive  your  trouble  calls  in  each  outfit?  Know  which  larv'  enforcement 
agency  handles  each  type  of  situation,  so  time  is  not  wasted.  Get  the  call  to 
the  right  party  the  first  time.  ^    ,  ,  , 

Have  the  names  and  numbers  of  news  media  listed  and  ready  In  your  head- 
quarters and  keep  stories  going  In.  Check  with  the  school  board  to  see  If 
buses  can  be  used  on  weekends  If  they  are  needed,  but  do  It  in  advance. 

Have  a  committee  member  tell'  hotel,  motel  and  rooming  house  operators 
in  advance  what  happens  when  Chavez  moves  In,  They  can  and  should  re- 
fuse to  rent.  ,  ^  »      i  t 

Establish  contact  with  labor  contractors  to  j^oe  when  they  need  housing.  Make 
sure  housing  owners  know  who  your  contractors  are.  so  they  can  call  direct  if 
ncM^essary  on  short  notice  to  get  room^  for  willing  workers.  Keep  clos^  track  of 
who's  staying  where.  Alert  county  health  and  city  zoning  authorities  about 
I)eople  sleeping  In  cars,  jamming  Into  rooms  with  Inadequate  tbllet  facilities  and 
creating  fire  hazards. 
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Screen  requests  for  use  of  public  facilities  carefully,  and  see  to  It  that  large 
KatheriuK  ordlfaanees  are  observed.  Be  ready  to  create  counter-ilews.  Il^TJFWOC 
.  has  a  rally,  have  pro-grower  news  ready  to  go.  See  to  It  the  in«lla  at  least  splits 
the  space  or  time.  Do  not  let  UFWOC  have  a  monopoly  on  news. 

Try  to  keep  local  farm  labor  offlees  opiMi  and  functioning.  Don't  let  UFWOC 
sunt  them  down.  It  Is  hard  psychologically  for  the  worker,  and  you  may  end 
up  running  a  work  referral  business  yourself.  If  UFWOC  pickets  the  fanu  labor 
^lOHE  people  through.  Use  security  guards  right  there  If  necessary. 
.  Tpis  requires  having  security  people  lined  up  in  advance,  ITiey  sliould  be  avail- 
able 24  hours  a  day  on  duty  at  camps,  labor  offices.  In  the  field,  and  at  all  en- 
trances. Companies  should  have  their  security  lined  up  Imn^edlately.  Keep  loca'l 
police  advised  about  who  you  are  usln^  for  security.  Dogs  can  lielp, 
^To  get  security,  deputlzatlon  of  citizens  has  been  done  in; some  uUCas.  A  show 
SwT^^  T^ii^m^^  \?  reassure  workers  wanting  to  stay  on  tWlob,  TJ^  them  the 
first  day  UJ  WOC  shows  up.  Ask  your  eounty  board  of  supervisors  forfadttltlonal 
funds  for  deputies,  '  ^ 

Make  sure  anyone  connected  in  any  way  with  your  operation  is  lii'structed  to 
call  you  at  the  first  sign  of  UFWOC.  This  requires  they  have  a  number  where 
you  can  be  reached  day  or  nlghl. 

^  Establish  a  documentary  committee.  Telling  stories  among  yourselves  may 
make  you  feel  better,  but  aeconipllshes  nothing.  Unless  it  reaches  the  public,  it  is 
useless  and  wasted  ofllort.  *  ^ 

Go  Immediately  4otake  a  statement  from  any  workeS:  who  has  an  encounter 
Maktt  liberal  use  of  both  still  and  movie  cameras  and  tape  recorders.  Make  sure 
there  is  always  a  Spanish  speaking  person  at  the  Citizen's  anrnmlttee  oflJce. 
I  liif  ^"^^  ^  l*^  documented  with  sworn  statement,  pictures,  hospital  report, 
Rherifts  report  or  some  other  Item,  forget  It  and  move  on  something  that  can 
he  dmiinented.  If  people  are  unwilling  to  speak  out,  show  them  what  others  have 
said,  yvhen  i)eople  know  others  are  speaking,  they  are  more  willing  to  cooperate. 
.  ^i^}!^^^^^  around  the  clock  when  UFWOC  hits  your  community.  Set 
aaiiy^<  itlzens  (  ommlttee  nieejlngs  to  share  Information.  Dut  don't  waste  time 
repeating  the  same  story.  Get  Information  to  resiwnsible  committee  members 
and  go  on  to  something  else. 

Keep  Informed  about  the  growers  themselves,  if  one  Is  hard  pressed,  offer  field 
help,  transiwirtatlon,  child  care,  publicity  or  anything  needed, 
"  «Hwr^'*?J[';l!llIt''l  Important,  get  to  know  the  field  workers.  UFWOC  cannot  stand 
otlH»rs  talking  to  their  people.  Establish  communication  with  workers  now,  ana 
iljm  t  st()l>^alklng.  Discuss  unemployment  coverage,  and  ask  why  UFWOC  won't 
allow  ^Ank  If  they  know  about  UFW()(rs  hiring  halL  the  seniority  list,  where 
the  money  paid  to  the  Kennedy  health  fund  goes  and  IJFWOO  duca 

Ottor  field  workers  help  with  transportation,  child  care,  personal  problems, 
children  s  schoolwork.  citizenship  classes.  Find  out  what  needs  doing.  Then  do  it. 

Make  sure  all  committee  members  understand  about  green  canl  status  and 
rules,  employment  laws,  wages.  mStilmuni  ages,  sanitation,  any  existing  con- 
tracts Inform  yourself,  and  always  give  the  straight  scoop.  Do  not  mislead  anv- 
'  <^"iV", ^^"^^'"^     anything  else.  It  Is  not  newssary.  The  trutll  Is  strong  enough. 

Make  sure  that  (California  Rural  Legal  Assistance  and  the  O.E.O,  understjinds 
in  advance  that  the  Citizen's  (\)nnnlttee  Is  watching  them  like  hawks.  Tell  them, 
personally  and  repeatedly,  that  no  federal  employee's  time,  facilities,  telephones, 
autos,  paper,  offln*  space,  duplicating  machines  or  even  an  old  outhouse  are  to  be 
us(Hl  for  any  UFW()(^  activities  whatsoever.  And  make  sure  tfie  public  knows 
Immediately  about  even  the  slightest  violation. 

If  you  have  all  this  organized  and  ready  to  roll,  a  visit  by  the  team  of  Chavez- 
Huerta  will  be  easier  to  cope  with.  If  you  need  more  Infonpatlon  or  have  a  Cltl- 
zen'«  Committee  for  Agriculture  that  wants  to  join  the  new  group,  write  to  J. 
Mario  Marty,  (Mmlrman.  Westeni  States  Citizens  for  Agriculture.  P,0.  1031, 
Salinas  0,3001.— D.R. 

rUGHT  OF  HINDSiailT 

Had  we  farmers  Joined  together  to  establish  across  the  nation. 

A  grower-consumer  Inmge  promoting  good  imbllc  relations, 

If  we  could  have  travelled  the  way  of  the  wise. 

No  one  would  believe  the  (Mmvez'  lies. 

There  would  never  be  boycotts,  or  a  distorted  view 

Of  the  good  that  the  use  of  Insecticides  do. 

We  must  pick  up  the  pieces,  create  honest  trends. 

The  public  should  know  we've  been  labor's  best  friends. 
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We  hare  given  farm  worken)  advantage  of  choice. 

In  wage-setting  matters  they  have  long  had  a  voice. 

If  our  government  men  will  prove  that  they  care 

Axid  on  federal  levels  show  savior-faire, 

legislation  could  end  the  sheer  agony  . 

Like  that  being  Inflicted  by  Uio  .UFWOC.---Gertrude  Lawrence 


Exhibit  3  .  * 

The  Pukpose  .  •  * 

To  render  legal  aid  grajaitously  to  workers  who  are  suffering  legal  injustice 
as  a  remilfc  of  employment  discrimination  under  compulsory  union  membership 
arrangements,  and  to  assist  such  workers  in  protecting  rights  guaranteed  to 
them  under  the  Constitution  and  laws  of  the  United  States.  „  / 

To  prepare  educational  materials  dealing  with  employment  discrimination 
ttnder  compulsory  union  membership  arrangements,  and  the  resulting  effects 
upon  the  civil  rights  of  minority  groups  and  individual  employees. 

To  xtndertake  studies  and  research,  and  to  collect,  compile,  and  publish  full 
and  fair  presentations  of  facts,  information  and  statistics  concerning  the  effects 
of  coimpulsory  unionism  \ipon  the  social,  religious  and  political  freedoms  of 
employees,  and  its  overall  effects  on  the  national  economy  ana  political  Instltu- 

*^^Xo'  seek  out  and  promote  employment  opportunities  for  workers  deprived  of 
their  jobs,  or  otherwise  coerced  and  restrained  in  their  free  choice  of  employ- 
ment as  a  result  of  compulsory  unionism.         ■  ^ 

To  provide  educational  aid  through  scholarships,  grants,  or  other  forms  of  fl- 
nancial  assistance  to  needy  students,  particularly  those  who  require  assistance 
because  their  parents'  Jobs  or  job  opportunities  have  been  curtailed  or  denied 
as  a  result  of  compulsory  unionism,  and  students  who  have  demonstmed  an 
active  interest  in  defending'  human  and  civil  rights  secured  by  law. 

OlTFiCERB  4/.  -  -  'i\  *  )  ' 

Chairman  of  the  Board  of  Trustees,  Louis  B.  Weiss ;  Vice  ChUirmah  of  the 
Board  of  Trustees,  Mrs.  John  G.  Pew ;  I*resident,  Dr.  Ernest  Wflkinson ;  Execu- 
tive Vice  President,  Reed  Larson. 

TBUBTEE8 

Whiteford  S.  Blakeney,  attorney,  Blakeney,  Alexander  A  Machon,  Charlotte, 
North  Carolina;  Hon.  O.  C.  Fisher,  (D-Texas),  Member  of  Congress;  Allan 
Grant,  president,  Cnlifornia  Farm  Bureau  Federation,  Berkeley,  Calif. ;  Thomas 
Harris,  Aviatit)n  Consultant.  Airline  Industries.  Oklahoma  City,  Okla. ;  Kenneth 
Kellar»  attomgj?,  Kellar  &  Kellar.  Lead,  Dak.;  Bevereml  Edward  A.i Keller. 
C.S.C.,  Economics  Professor,  University  of  Notre  Dame,  Notre  Dame,  Ind. ;  Reed 
Larson,  Executive  vice  president.  National  KIght  to  Work  Committee.  Washing- 
ton, D.C. ;  Raymond  Losojnio.  Army  Con>s  of  Engineers,  Huntsvllle,  Ala. ;  Ernest 
Osgood,  Jr.,  vice  j>resldent.  State  Street  Trust  Company,  Boston,  Mass.  J  Mrs. 
John  (Jack)  G.  Pew,  housewife,  Dallas.  Tex. ;  Dr.  Ernest  Wilkinson,  president, 
Brigham  Young  University,  Prove,  Utah ;  Louis  B.  Weiss,  president  Midland  In* 
dustries.  Inc.,  Wichita,  Kan.  ^   ^ ,  „     ^  ^. .  ■ 

The  National  Right  to  Work  Legal  Defense  ami  Education  Foundation,  Inc., 
1900  L.  Street,  NW.,  Washington,  D.C.  20030. 

[From  the  Wall  Street  Journul,  cTct.  3. 1080]         ^  . 

Uifioifa  vs.  GOP,  Labor  Maps  Bio' Drive  To  Assist  Democrats  ik  Races 'fob 

CONORESS-^WOBK  BeOINS  AT  THB  DISTRICT  LbVEI;  W)R  1070;  AFIz-OIO  TO  IIlT 

Nixon  Tax  STAifn—GEOROE  Meant  Aids  EFFORT 

^  ^      BJ^IOirABO  J.  LlCVINM 

;  staff  Reporter  of  The  Wall  Btrcet  .Journal 

ATLANTIC  CITt.— Organized  labor's  j)0lltical  strategists,  starting  eauller 
than  ever  before,  are  readying  a  massive  defense  of  their  last  major  national' 
stronghold— the  Democratic  Congress. 
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the  1970  Congressional  elections  are  still  more  thatt  a  year  away, 
^Sl'SIil  I^^^^i^os^liave  t>een  hartl  at  x^ork  for  the  last  half-year  on  ways  to 
-  f  ^^^^  "i^"*^^  lawmakers  friendly  to  union  causes.  These  include 

ml^iLc?^??.*®  ^^^^  Committee  Chairman  Ralph  Yarbotough  of 

Texas,  Albert  Gore  of  TennesJ>ee  and  Vance  Hartke  of  Indiana,  to  name  just  a 

Building  on  lessons  learned  In  1963.  when  it  played  a  crucial  role  in  Hubert 
Humphrey  8  fa»i>etosInf?  finish,  the  APMIO  is  developing  new  technlauS  thS 

t^«KrowI«g  sophistication  avd  scope  of  its  political  operation. 
/trrS^  "*?r^^t         the  Committee  on  Political  Education  (COPE),  the  AFL« 
(  ro  s  political  arm,  has  quIeHy  set  up  a  special  subcommittee  to  concentrate 
on  f'l^>'^House  races.  The  committee  has  already  assigned  to  one  union  or  another 
the  rei«5^iisiblllty  for  coordinating  all  political  activities.  u^ointr 

Exhibit  4 

Oalitobnia.'  Farm  BimEAtr  FEOEBAf  loir, 
,  Sacramento,  Calif.,  Nomndef*  toil, 

FARjj  Labor  LeozsIiAv|^ 

•Assembly  Bill  904  (Cory-.  Wood)  wl[is  supported  with  no  reservafions  by 
i arm  Bureau.  We  were  completely  involved  with  other  agricultural  organljsa- 
tlo  IS  In  seeking  Its  passage.  A.B.  904  was  designed  t>be  as  close  to  the  National 
Labor  Relations  Act  as  iwssible. 

There  were  three  points  which  we  desired  of  any  legislation.  They  are* 
t.  Secret  ballot  elections,     -  xmj^  un  . 

tI"'?/5A9^^^  Ijractlces  for  employer  and  labor  organizations,  , 
3.  Prohibition  of  secondary  boycotts. 
A  fourth  Item  offimiwrtance  to  us  was  the  creation  of  a  State  Agricultural 
Lmior  Relations  Board  to  oversee  elections  and  administer  the  Act 
The  points  are  stm  important  to  us  In  any  future  attempts  for  legislation 
Long  and  Intricate  negotiatlojns  for  securing  labor  legislation  were  unset  bv 

hnvo'/ho'lff^?'  72"J'V"'^  """"""I  JpRlslntlon.  all  states  covered  would 

out  tlie  fountrv"  '"'""'"'^     preserve  California's  competitive  position  througli- 

tv„"^ff  hi'v.''  <™'iin>.  was.  m  effect,  a  duplicate  ol?the  dory  bill.  We 

^  "  enacted  Into  law.  The  political  realities 

iiiadp  Its  passaKo  not  iwsslble.  i/umiwui  nuuuiM 

Assembly  Bill  (Wood)  was  a  baok-up  bill  wbioli  Farm  Bureau  deaicned  for 
the  author.  Both  Assemblyman  Wood  and  ourselves  were  dedicated  to  the  Corv- 

hn'ifnLn.V  "  A.B..001  failed.  Politically.  It  also  became 

Impossible  to  move  subsequent  to  the  failure  of  !)01. 

J^^'Ji  "■f^'V''  ( Warmer)  was  a  last  ditch  effort  to  secure  just*  simple 

11?"        ^"        ^nsiano^  the  first  amendments  were  from  an  old 


Mr. 


Exhibit  5 

U.S.  SBIfATE, 

Washington,  D.  f7.,  January  25, 1010, 


"Wanhington,  D.O. 

Dear  Mb.   ^;  Though  we've  never  met,  I'm  told  you're  deeply  concerned 

about  this  country.  That's  why  Vm  sending  yoif  this  emergency  letter  on  behalf 
"  T    .iSS"?""^  ^^^^^^  ^^^"^  Defense  and  Education  Foundation. 

In  1008,  It  Is  estimated  union  officials  spent  over  $00,000,OQO  of  union  money 
on  the  Humphrey  for  President  campaign.  Unless  something  Is  done  now.  they 
wiii  do  even  more  this  year  In  the  Congressional  elections  and  the  Presidential 
election  In  1972. 

^ Their  eiforts,  Mr.  ,  will  have  particular  bearing  on  elections  there  in 
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However,  here  Is  a  cimnce  right  now  to  Change  all  this.  With  a  single  str^e 
the  flow  of  millions  of  dollars  into  such  political  war  chests  can  be  cut  off.  TIh; 
implications  of  this  opportunity  are  beyond  description.  But  your  help  is  nceo^u. 

Several  weeks  ago,  the  Foundation's  lawyers  bejtan  a  national  test  case  to 
challehge  the  eonstitutionaUty  of  the  unions  spending  compulsory  dues  for 
polities.  , 

They  filed  suit  on  behalf  of  40  Detroit  teachers  who  have  refused  to  buckle 
Under  to  AFL-CIO  demands  that  they  pay  money  to  the  union  or  lose  their  Jobs. 

You  see,  much  of  the  union's  political  funds  com^rom  men  and  women-— both 
Democrats  and  Republicans— who  are  forced  to  pa^runlon  dues  in  order  to  hold 
their  Jobs.  This  is  what  needs  to  be  stopped— the  uso^  of  compulsory  dues  for 
politics.  After  all,  44%  of  union  people  voted  against  Humphrey  in  1008  even 
though  their  union  dues  were  used  in  his  campaign. 

That's  what  this  law  suit  Is  all  about--the  right  of  an  individual  to  contribute 
or  not  to  contribute  to  any  party  or  any  candidate,  no  matter  what  the  union 
prefers.  But  there  is  an  overwhelming  amount  of  work  to  do  in  the  next  few 
weeks.  There  is  a  great  deal  of  research  that  must  be  done— extensive  depositions 
have  to  be  taken— additional  briefs,  complaints  and  appeals  have  to  be  prepared 
and  filed.  It  is  critical  that  this  work  be  done  now  in  order  to  win. 

The  Foundation's  lawyers  need  to  build  such  a  strong  case  that  the  current 
Supreme  Court  will  carry  its  earlier  opinion  on  this  matter  to  a  logical  conclu- 
sion and  hand  down  a  firm  decision  stopping  unions  from  using  compulsory  dues 
for  politics.  ^  .        ,  . 

In  19C1  the  Supreme  Court  expressed  disapproval  of  a  union's  use  of  com- 
pulsory dues  money  for  political  purposes  (International  Association  of  IMachin- 
ists  vs.  Street).  But  the  court  provided  no  meaningful  way  for  individual  work- 
ers to  apply  that  ruling  to  their  own  situations. 

So  It  is  imperative  that  the  attorneys  build  such  an  airtight  case  that  the 
court  will  give  an  uncauivocal  ruling  to  guarantee  the  individual  worker's  rights. 
If  they  don't,  it  may  tne  years  before  another  case  with  so  much  potential  will 
develop. 

The  Foundation  is  extremely  fortunate  to  have  one  of  the  finest  legal  firms  in 
the  country  handling  the  case.  However,  the  AFL-OIO  is  going  to  fight  this  every 
Rtep  of  the  way.  They  have  almost  unlimited  resources  and  a  large  staff  of 
lawyers.  Tliat's  why  your  help  la  so  badly  needed. 

T  don't  Unow  how  much  you  can  do  to  help.  But  the  Foundation  needs  to  raise 
a  bare  minimum  of  $115,000  in  the  next  30  days.  Your  personal  eonti;;ibution  is 
fully  tax-deductible— and  your  company  or  foundation  can  make  a  tax-deductible 
contribution  as  well. 

They  immediately  need  contributions  of  $500— $250— $100— $50— .^25— $ia--$5 
and  any  other  amounts  that  can  be  given.  But  believe  me,  your  help  is  urgently 
needed. 

Please  send  your  check^  today. 
With  deep  concern i 

^  EnwAKD  .T.  GuRKEY,  VM.  Senator. 

If  this  case  is  last,  the  use  of  these  compul8or>*  dues  for  polities  will 
further  entrench  the  power  of  union  ofllciaLs.  That's  why  it  is  so  vital  that  you 

B.J.G. 
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The  NATiorf  al  Kioht  To  WonK  T/eoai,  Defense 

.AND  Education  Foundation,  Inc. 

WaMngtoth  D.G.  June  $,  1970. 

Mr.  McLelij^n  Smith  "  .  , 

National  Press  Building, 

Waahington,  D.O.  *  ^ 

Deau  Mn.  Smcth  :  My  secretary  has  Just  handed  me  a  copy  of  our  recent  letter 
to  you.  I  had  asked  her  if  we  had  heard  from  you. 

An  of  thift  morning,  we  had  not.  So  I'm  taking  the  liberty  of  sending  you  a 
copy  of  that  letter  and  agai)}-  nrjUltig  you  to  help.  ^ 

It  An  entimated  that  un\on '  ofllcials  spent  over  .$00,000,000  of  union  money  on 
the  Humphrey  for  President  cajnpaign  in  1008.  Unless  something  is  done  now, 


73 


mi  .  ;  • 

tliey  tvlll  do^  even  more  In  the  CongriRSslonal  olectlon»  this  year  and  the  Proal- 
(lential  election  in  ' 

In  D  G^^  J>ave  a  particular  bearing  on  elections  there 

^^'Ji?.^^/^^'  i^i^^  ^  single  stroke,  the  flow  of  millions  of  dollars  of  compulsory 
union  dues  Into  such  political  war  chests  can  be  cut  off  through  a  favorable 
court  ruling.  But  to  succeed  we  must  raise  funds  for  our  attorneys  to  pursue 
the  Imiwrtant  "Detroit  teachers"  case.  i  u  out, 

I  don't  know  howmuch  you  can  do  to  help,  but  the  Foundation  desperately 
needs  to  raise  $Co,000  Immediately.  Your  personal  contribution  Is  fully  taX- 
(leauctible  and  your  company  or  foundation  can  make  a  tax-deductible  Contri- 
bution as  well, 

Oontributions  of  $6()()--$25(>-$l()a^$50— $25-^10  an(lt:.|5  are  urgently  needed 
If  we  lo«e,  the  use  of  compulsofy  union  dues  for  politics  will  further  entrench 

the  monopoly  power  of  union  officials,  That's  why  it  Is  so  vital  that  you  help. 

Please  send  your  contribution,  today. 
Sincerely, 

Reed  Larson,  ExccuHvc  Vice  President 


Fotllf  OATIOX  AmoN  IN  TlIB  COURTS  } 
F0tTNDA.TI0N  AIMS  FOH  8UI»HKME  COURT  TEST 

"Many  changes  are  In  the  offing  as  the  Supreme  Court  moves  toward  a  con- 
scryative  majority  ,  ,  ,  Chief  Justice  Burger's  only  pronouncement  on  the  gen- 
oral  subject  of  labor  implied  that  he  believes  In  a  Constitutional  Right  to 
Work— a  First  Amendment  right  to  refuse  to  join  a  union."  » 

Dun's  Reviciv,  October,  iQtO, 

In  1901,  Justice  Hugo  Black  (in  the  case  of  ^rcct  v,  JAM)  said  that  the 
oompulsory  union  shop  contract  forces  workers  to  finance  "political,  economic, 
and  Weologieal '  eauses  with  which  they  disagree.  He  went  on  to  predict: 

The  Constitutional  question  raised  in  this  case  ,  ,  ,  Is  bound  to  come 
es7^^^  "'^''^"^      meticulously  perfect  that  the  Court  eannot 

^1?^^'  ^'onndatlon  believes  that  the  United  States  Supreme 
Court  cannot  continue  to  sidestep  the  Constitutional  Issue  In  compulsory  union- 
Ifi^^r.'la  "  ""^i",/  ^^^^^  «ver  the  past  20  years.  The  Foundation  is 

preparing  carefully  screened  cases  "with  a  record  so  meticulously  perfect  that 
the  pourt  cannot  escape"  the  Constitutional  question. 

«Ji?iJ^m"'^?,'1,  Vf«^..^'  operation,  the  Poimdatlon  has  already  made  great 
fiiture  "»^?«"on        looks  forward  to  a  promising  i^tcntlaLfor  the 

unhohlln^"?^o"wHff '^''.^  !m     ''^}''^''  "  ^^'^'Ir^  ^o"rt  decision 

Sin  the  right  of  citizens  to  cam  a  living  without  paying  money  to  a 
lnIh?A.  most  objectionable  features  of  compulsory  unionism  is  that  it 

S  fhnn  r.MM^'^l''  S^^J^^^.  money  extracted  from  workers  for  purposes 
other  than  legitimate  collective  bargaining  activities.  A  substantial  patt  of 

Jand?dS  '"""''^     ^^"^'^     ^"^^'^  "'"^  campaigns  of  unlon-cndorsed  i)olitleal 
Late  last  year,  the  Foundation,  started  a  new  national  test  ca«e— the  Detroit 
fo?pol7tlc8^^*^    c^lmllengc  the  constitutionality  of  the  use  of  compulsory  dues 

?f  this  year,  another  Foundation  cani^Ocorgc  Scav  i?,  Intcmn- 
tional  Ansociation  of  .VffCftittMM— broke  through  a  legal  barrier  thereby  ena- 
IlIiKry  dS^  industry  to  challenge  union  officials'  Use  of  their  com- 

PnmwinH«I!^f""i'^",r"  ^"^^'  ^^^^^  a        dimension.  The 

by  Cesar  ai^^  compulsory  unionism  lmi>osed  on  agricultural  workers 

cnnRHnf^rni^^^^^  "^"^  working  In  three  separate  areas  of  attack  on  the, 
constitutionality  of  compulsory  unionism. 
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Exhibit  8  .  . 

National  Rioht  to  Wobk  Committeb 
memorandxtm  to  a880ciatlbn  executives 

The  facts  about  Cesar  Cliave25  and  his  use  of  crop  boycotts  as  a  imion  orga- 
nization device  are  wldely-mlsunderstood  by  the  American  people.  As  a  result, 
there  Is  a  strong  possibility  that  Congress  will  be  stampeded  into  enacting 
farm  labor  legislation  which  will  be  extre*ely  damaging  to  the  interests  of  the 
consumer,  as  well  as  the  farmer  and  his  employees. 

Wo  believe  that  you,  as  a  responsible  Association  Executive,  have  a  stake  in 
helping  your  members,  and  the  public,  to  understand  more  fully  the  true  story 
of  the  "grape  boycott"  and  its  implications  for  the  business  communitj^. 

For  that  reason,  we  are  asking  you  to  help  distribute  to  your  members  and 
to  the  public  the  new  book,  "Little  Cesar**  by  Ralph  deToledano,  This  book  sets 
the  record  straight  on  Cesar  Chavez  and  the  grai>e  boycott,  and  points  out  what 
it  can  mean  to  every  American,  Distributed  by  the  Hearst  Publishing  Com- 
pany's paperback  division.  Pyramid  Books,  ''Little  Cesar"  will  be  on  newsstands 
In  major  iwpulation  centers  on  April  fifth.  We  have  obtained  advance  copies 
and^wlll  gladly  provide  you  with  a  complimentary  copy  for  the  asking.. 

We  think  this  is  so  important  that  you  will  note  from  the  order  blank  on  the 
enclosed  flyer  that  we  are  making  ''Little  Cesar"  available  to  you  at  cost  in 
bulk  quantltiea  We  urge  that  you  order  the  maximum  number  possible.  If  you 
want  suggestions  or  help  in  distributing  the  b^ok,  we  will  provide  it. 

Please  fill  out  the  return  the  order  form  today.  The  threat  of  forced  unioniza- 
tion of  another  big  segment  of  American  workers  is  immediate  so  we  liope  you 
will  act  now.  * 


[From  tho  San  Jose  Mfercury-Ncwa,  Not.  7,  1071] 
Speaker  Booed  I>own  At  Anti-Chavez  Talk 

A  former  radio  announcer  met  with  stiff,  vocal  Opposition  Thursday  night 
from  Chlcano  students  when  he^trled  to  associate  Cesar  Chiivez  witlt  Commu- 
nism before  an  ad-hoc  committee  of  the  John  Birch  Society. 

Melchor  Moreno  0*Campo  of  Santa  Maria*  was  roundly  booed  and  heckled 
throughout  his  hour-long  talk  before  a  meeting  of  the  committee  To  Restore 
American  Independence  Now  (TRAIN)  in  Lincoln  High  School. 

Some  75  high  school' and  college  students  interspersed  among  some  "30  or  40 
persons  trying  to  listen  to  O'Campo  kept  up  a  steady  flow  of  argument  and  per- 
sonal Insults, 

O'Campo,  who  said  he  <^orked  with  Chavez  in  1050  and  the  early  lOOOs,  de- 
plcted  the  Chlcano  farm  labor  struggle  as  one  part  of  a  three-fronted  movement 
he  labeled  as  "Chlcanolsm,"  Besides  the  labor  front,  he  said,  were  the  Aztlan 
movement  to  capture  five*Amei:lcan  states  for  an  Independent  Chlcano  nation 
and  the  urban-based  Chlcano  movement. 

He  said  he  became  disenchanted  with  Chavez'  organization  (United  Farm- 
workers Organizing  Committee)  when  he  saw  a  Chlcano  theatrical  troupe  dese- 
crate the  American  flag  In  a  skit.       .  «   i  »» 

"Now  I  can  say  I  am  vjery  proud  to  be  a  member  of  the  John  Birch  Society, 
he  proclaimed  over  the  taunts  from  the  audience.  "I  went  to  the  society,  they 
did  not  come  after  me." 


^  Exhibit  10 

[From  the  San  Joao  News.  Oct.  28.  197*1] 

The  Right  to  Wobk  Committee  in  Action  ri 

The  Rlght-to-Work  Committee  has  been  using  all  means  availa!)le  to  stop  the 
organizing  efforta  of  farmworkers.  It  haa  been  working  hand-in-hand  with  legis- 
lators and  has  sent  out  people  like  Alelchor  O'Campo  to  speak  to -community 
groups.  Tl^elr  latest  attempt  Is  the  so-calle<l  "Farm  Worker  Initiative,"  which 
is  a  thlnly-xllsgulsed  rlght-to-work  effort  for  a  farm  labor  relations  law  which 
would  permanently  enslave  farmworkers.  Fronting  this  effort  are  Polores  Men- 
doza,  a  former  Delano  labor  contractor,  and  Melchor  0*Campo, 
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f  s  Exhibit  11 

llVom  tht  iVatno  Bee,  Oct  30, 1970] 
Canceled  FAW  Voxb  Stibs  New  Ohahgeb 
(By  Ron  Taylor) 

fww^ihi^^  ^"^X^^       Agriculture  Workers  (FAW)  denies  eharges  by 
.  I         ^^^^  antl-unlon  and  riglit-to-work  affiliations,  one  FAW 

Hon     Indicated  growers  and  shippers  may  be  helping  to  ilnanee  the  organlza- 

flare-up  of  charges  and  eounter  ehargeff,  reaching  clear  into  the  gover- 
fi^If  M  the  dn-again^ff-again  FAW  u^ion  recognition  elec- 

«fnfi  n  were  eondueted  by  the  State  GonelUation  Servlee  Wednesday, 

fi.n  ?>  toncijia  tor  Ralph  Duncan  canceled  the  FAW  recognition  elections  at 
TT«if?2§^^,,^"?^*'*  ll  Monterey  County  after  Chavez,  director  of  the  rival 
Unite(rFarm  ^Vorkers  Organizing  Committee (  UFWOC)  protested, 
nn^i  n  J^nr.  ^^^^^^  cleetlon  was  manipulated  by  Governor  Ronald  Reagan, 
addlnfi:.  Governor  Reagan  is  a  tool  of  the  national  Right  to  Work  Committee, 
Conciliation  Service  in  a  plot  to  keep  farm  workers  from 
having  their  own  union," 

The  FAW,  formed  in  mid-August  by  Cornelio  Maclas  as  an  anti  Chavez  union, 
V^^  S^^s  "^^^^^  i"  Fresno,  Bakerslleld,  Salinas  and  Imperial,  It  claims  3,000 
to  {/,U0O  farm  workers  as  members,  but  Wednesday's  attempt  at  a  state-con- 
(lucted  Picetlon  on  the  Boggiatto  ranch  was  the  nrst  time  the  FAW  has  moved 
out  into  the  open.  ^ 

vA^J?r^l"^  2°*^  ^^^Y  Seeretary-Treasuror  Niek  Kaehadoorian  both  contend  the 
At   I  "  ^arn^-worker  directed  and  nnanced  operation. 

Macius  acknowledges  he  was  once  a  member  of  the  Agriculture  Workers  Free- 
dom to  AVork^Asi3ocIatIon,  an  anti-Chavez,  right-to-work  organization.  But  he 
said  he  severed  his  relations  with  the  now-defunct  AWFWA, 

NO  NAMES 

'  ™f  ^T/^V"^!*"       shippers  arc  financing  part  of  the  FAW  costs  was 

revealed  by  Pat  (?lvieUo,  a  FAW  public  relations  man.  When  asked  who  FAW 
Dackers  are,  ( ivlello  naid  he  could  not  name  those  growers  and  shippers  who 
arc  contributing, 

.i,ifJ,?La^r,!}'*'  ^'•'^^'//Vf  substantial  amounts  Iby  growers  and 

shippers.  They  are  kicking  in  because  it  is  good  for  them  too," 
^inniyi^  .  statement  yesterday,  Kariy  today,  after  talking  to  Kaclia- 

flny:?i«'.  If  f^nid  he  was  in  error  and  that  growers  and  shippers  are  not  con* 
Sake      "     J^W'n"?^^  "that  would  be  illegal,"  Clviello  said  he  had  made  a 

rnilLnni'^c."/!^^  "  flcdgling  Organization  that  has  state  and  western 

regional  aspirations.  He  Kald  Maclas  and  Kaehadoorian  have  been  organizing 
primarily  through  farm  labor  contractors  and  the  ranch  foremen  who,  they 
claim,  are  diKcontented  witfi  (^havez  and  the  tTpwOC,  »  » 

GROWING  OSOUP 

V 

The  FAW  officials  contend  there  Is  a  growing  body  of  faAn  labor  that  is 
becoming  dlKenclmnted  with  Chavez  and  the  TJFWOC,  and  the  FAW  is  being  * 
offered  as  an  alternative  The  greatest  points  of  difference  appear  to  be  over 
raVoff  contract  provisions  offered  by  the  FAW  and  the 

Wlien  Maeias  announced  the  fonnatlon  of  the  PAW  In  mId-August,,  he  said 
organizers  would  first  sign  up  workers,  than  the  FAW  would  seek  State  Coh- 
elllatlon  Service  elections  to  further  establish  recognition  claims. 

yvpdnesday's  <>lection  procedures  was  the  first  indication  this  plan  was  bclnfe 
put  Into  effect,  Duncan  said  the  grower  contacted  the  Btate  Conciliation  Service, 
asking  for  the  recognltlon^^eleetlon  proceedings,  which  were  granted, 

Duncan  denied  then^  was  anything  secret  about  the  elections  and  reacted 
angrily  Ui  ^(niavez*  statements,  labeling  them  "unfactual," 

Refntlhg  Chavez'  charge  that  the  governor  was  involved,  Duncan  added,  "No 
one  outslde.^of  the  State  Conciliation  Service  knew  about  this  election." 

Er|c  !  176  , 
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TBe  election  would  have  involvea  24  artichoke  workers.  Only  eight  had  voted 
by  the  time  Duncan  called  off  the  election.  The  ballots  were  impounded. 

When  A8ke<l  about  his  organization,  Maeias  explained  that  lie  had  worked 
for  the  Bianco  Fruit  Corp,— now  under  contract  to  the  UFWOC— for  17  years, 
EHor  to  Bianco  signinjf  with  the  UFWOO.  the  corporation  went  into  bank- 
ruptcy and  Macias  lost  liis  Job,         .         ^  ^     ^      ||«  ^^,v> 

fie  returned  to  Sanger  to  work  with  his  father,  a  labor  contractor,  "People 
Who  were  dissatisfied  with  Cli^QZ  and  the  tJFWQO  began  to  come  to  talk  to 
me.  They  W4inted  me  to  help,"  he  said, 

SIGNS  GOrrXRACXOBS 

*  Civiello  e3cplairie(]t.  that  the  FAW  began  to  feel  out  farm  labor  contractors, 
who  felt  threatened  liy  Chavez'  UFWOC,  A  largo  number  of  them  have  signed 
Witt  Chavez  and  his  staff,  PAW  contracts,  he  said.  He  added  that  the  FAW 
was  organizing  before  the  Teamsters— UFWOO  disputes  errupted  In  the  Salinas 
Valley,  * 

Ho  said  the  FAW  was  invited  to  the  CastroViUe  area  and  that  the  Boggiatto 
workers  were  signed  up  In  the' FAW  before  the  election  was  reauQSted,  He  said 
the  FAW  would  now  proceed  with  a  "card  check*'  to  prove  it  did  reraesent  the 
workers 

While  Civiello  was  more  candid  about  the  FAW  organizational  efforts  than 
either  Macias  or  Kachadoorian,  all  three  were  vague  when  asiced  specific  ques- 
tions about  the  organizflitional  structure,  ■        .  , 

While  the'^riumber  of  workers  involved  in  the  Boggiatto  election  attempt  Is 
^inall;  the  emergence  of  the  FAW  and  its  announced  statewide  plans  makes 
the  farm  labor  situation  all  the  more  confusing,  ^, 

Elf  D  BATTLE 

At  the  present  time  the  Teamsters  and  tHe  UFWOC  have  agreed  to  Imlt  their 
battles 'in  the  Salinas  Valley.  According  to  the  agreement  the  UFWOC  is  free 
to  organllse  field  workers,^  but  the  mechanics  of  teamster^former  "disengage- 
ment" stillh  a  ve  not  been  worked  out. 

The  Teamsters  hold  contracts  with  some  200  produce  growers  in  the  Salinas 
Valley  and  Santa  Maria  areas,  William  Grami,  who  led  the  Teamsters  organiz- 
ing efforts  In;  SaliAas,  acknowledged  some  disengagement  actions  already  have 

^^Ho^sald  llel^i  "Workers  no  longer  had  to  Join  the  Teamsters  within  10  days 
after  going  to  work;  the  Teamsters  are  putting  field  labor  dues  in  a  special 
trust  fund,  pending  return  of  the  money  as  the  union  backs  out  of  the  fields. 

But,  beyond  this,  the  disengagement  tactics  still  must  be  worked  o\it,  pire- 
sumably  by  the  top- level  of  the  AFIi-CIO  and  the  Teamsters,  in  conjunction 
with  Chavez  and  his  staff,  *  ,  t^axi^ 

Just  where  the  FAW  fits  Into  this  complex  picture  Is  uncertain.  The  FAW 
leadership  appears  to  be  oriented  toward  continuing  the  labor  contractors  form 
of  farm  labor  employment.  .  .  . 

The  FAW  leaders  acknowledge  the  UFWOC  hiring  hall  would  eliminate  the 
farm  labor  contractor  system. 

The  FAW  also  contends  the  T'BnVOC  seniority  system  within  the  union  hiring 
hall  has  caused  serious  unemployment  among  some  crews.  They  i>olnt  out  the 
UFWOC 'no  longer  allows  families  to  work  their  children,  and  places  other 
restrictions  on  hours  and  working  conditions.  ^  ' 


[Prom  the  San  Joie  Mercury,  Oct,  31,  10711  ^ 
MArrx^FAnxic  Workeus  vAd,  Below  Legal  Minimum 

Bable,  Akk,— Five  years  after  federal  minimum  wage  legislation  was  ex- 
tended  to  agriculture,  thousands  of  farm  workers  still  Ij^lbor  for  pay  well  below 
the  legal  minimum  of  $1,30  an  hour,  ,        ,      , , 

From  the  cotton  plantations  of  the  South  to  the  cherry  orchards  of  Michigan, 
from  the  blueberry  fields  of  North  Carolina  to  the  apple  ranches  of  the  West, 
Illegal  low  I)a;y  scales  are  hot  uncommon. 
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Here  In  the  rich  soil  of  the  Mississippi  Rtver  Delta  a  housewife  weeds  soyi 
heanafor  55  cents  an  hour. 

In  a  large  California  prune  orchard  migrants  get  the  eaulvalent  of  a  dollar 
an  hour  at  piece  rates, 

Irf  Michigan  members,  of  a  Texlts  crew  toll  for  70  cents  an  hour  In  the  straw- 
berry fields. 

Such  examples  turned  up  frequehtly  In  a  random  check  from  coast  to  coast. 

All  were  on  farms  large  enorugh  to  be  covered  by  the  minimum  wage  law. 
^^^^"♦^^  employ  two-thirds  of  all  hired  farm  labor  are  not  covered. 

They  iMially  pay  even  less  t^ian  large  farma 

The  Labor  Department  provides  few  Investigators  to  inspect  fa'rmT covered 
under  minimum  wage  provisions,  and  few  farm  workers  complain  of  illegal  pay 
rates  for  fear  of  losing  their  Jobs.  To  thwart  possible  Investigations,  some 
growers  do  not  keep  recjulred  records  of  hours  worked  ^nd  wages  paid.  Even  so, 
Inspectors -investigating  complaints  found  more  than  6,000  farm  workers  paid 
Illegally  low  rates  in  fiscal  1971.  • 

A  powerful  farm  lobby  was  able  to  exclude  fann  workers  from  minimum 
wage  legislation  for  28  years  after  the  Fair  Labor  Standards  Afct  gave  coverage 
to  industrial  workers.  Amendments  In  19CG  added  workers  at  farms  employing 
COO  man-days  of  labor  In  any  quarter  of  the  year  buFkept  the  scale  30  cents 
an  hour  below  the  $1.60  minimum  that  applied  in  most  of  the  rest  of  the 
economy. 

With  no  political  musele  and  little  formal  eflucatfon,  hired  farm  workers? 
largely  black  or  brown,  have  been  helpless  to  do  mudi  about  their  low  pay  ex- ' 
cept  to  seek  to  qualify  for  supplementary  food  stamps  orSvelfaro  payments. 
.They  are  excluded  from  the  right  guaranteed  others  by  the  National  Labor 
Relations  Act  to  collective  bargaining  and  from  most  other  social  and  ecbhomic 
legislation,  including  imemployment  compensation  and  social  security. 

Andreas  Reyes  of  Delray  Beach,  Fla.,  made  $8  for  a  nine-hour  day  picking 
beans  on  a  large  farm  near  Fort  Lauderdale.  Six  adults  In  the  Jose  Suarex 
family,  from  the  same  part  of  B^orlda,  got  a  total  of  $40  for  picking  oranges 
all  driy  In  groves  In  Palm  Beach  County. 

None  complained.  But  a  few  others  are  beginning  to. 

In  July,  Taylor  farms  of  Decatur,  Mich.,  had  to  fmy  Manuel  Fiores  and  others 
Jn  a  crew  recruited  from  Texas  to  harvest  strawberries  and  pickles  the  $4,300 
a  court  found  It  had  shorted  them  on  minimum  wQjjtes. 
\  Pew  underpaid  farm  workers  are  fortunate  enough  to  haVe  legal  asslatfince, 
David  Hall  of  the  United  Farm  Workers  Organizing  ('ommlttee  In  McAllen, 
Tex.,  paid  some  cotton  pickers  In  his  state  get  as  little  as  28  cents  an  hour. 

The  Labor  Department's  Employment  Standards  Administration  Is  charged 
with  policing  the  minimum  wage  law.  It  checked  692  farms  In  fiscal  1971,  mostly 
in  the  South,  and  found  0,203  employees  Illegally  Veprlved  of  $013,901. 

Migrant  groups  charge  In  a  pending  suit  against  the  Labor  Department  this 
year  that  the  actual  shortage  is  at  least  $100  nilllhm  a  year. 

('allfornia  Rural  legal  Assistance  found  the  pay  of  workers  placed  on  farms 
ijyRtate  job  ofllces  to  average*  75  eenfs  to  90  cents  an  h(mr.  On  the  East  Coast, 
JiTKes  Pierce,  executive  director  of  the  National  Sharecroppers  Fund  in  South 
Boston,  \a.,  Kaid  some  seasonfjil  farm  workers  draw  as  little  as  GO  cents  an  hour. 

One  ()f  several  exemptions  from  coverage  obtained  by  the  farm  lobby  In  1060 
provided  that  hand  harvesters  who  commute  from  home  daily  for  piece  work 
need  not  be  paid  the  minimum  if  they  labored  ot\  farms  less  than  13  weeks  the 
previous  year. 

Migrants*  children  under  17,  a  large  i)ercentage  of  the  migratory,  labor  force, 
are  also  exempted  from  the  $1.80  minimum. 


Wtom  the  Fresno  B«c,  Dec.  10,  11)711 
Fabm  SruaiDY' Baymknts  in  Kimu  County  A«e  TIndkr  Jnvestxoation 

Wasiunoton  (UPI).^The  Agriculture  Department's  Office  of  Inspector  Gen- 
eral was  to  begin  this  week  an  Investigation  of  complaints  about  allegedly  Im- 
proper farm  subsidy  payments  to  farmers  In  Kern  County. 

The  probe  Is  the  latest  in  a  series  of  actions  touched  off  by  an  Agriculture' 
Department  check-up  team's  study  of  compliance  in  the  big  cotton-growlng 
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county  with  a  program  under  which  farmers  earn  subsidy  payments  by  idling 
a  portion  of  their  cropland.  . 

-Officials- said  the  inspectot  general's  men  will  study  some  cases,  locludiiig. 
allegations  that  farmers  idled  substandard  or  ineligible  land  instead  of  average  ^ 

t*ro^and  to  earn  their  paymiMrt^—But-^he-^^nts-also  -willr4ook-4i^tQ-a^   

number  of  cases— possibly  no  more  than  three — ^where  questions  ^ere  raised 
about  the  division  of  farms  to  avoid  a  $55,000  per  crop  ceiling  on  subsidy  my- 
ments  to  individual  growers  of  cotton,  wheat  and  feed  grains.  • 

In  an  allied  development,  an  official  of  the  General  Accounting  Office  <GAO), 
A  fiscal  watchdog  agency  for  Congress,  confirmed  that  the  GAO  was  also^vesti- 
gating  the  division  of  farms  to  avoid  the  $55,000  limit  nationwide  *  and  was 
including  Kern  County  in  that  probe.  No  report  is  expected  before  next  April 
the  earliest  on  the  study,  which  will  also  go  into  the  broader  ijuestion  of 
the  impact  of  the  payment  limit  on  government  spending  an  official  said. 

"Bona  fide"  divisions  of  farms  to  avoid  the  limit  are  authorized  under  farm 
law,  but  evasions  or  subterfuges  are  b^jmed. 

In  Kem  Cbunly,  an  Agricultural  Dept.  checkup  team  had  complained  of  aX- 
legedly  Imprpper  ptfyment'^mostly  involving  substandard  or  ineligible  retired 
land — on  486  of  the  do\mtw[s  1,190  farms.  These  complaints,  currently  being 
reviewed  by  county  and  st^e  farm  officials  who  will  make -final  decisions,  could 
lead^if  sustained-r-to  reduction  of  farm  payments  in  ininor  cases  or  outright 
cancellation  of  (payments  in  more  serious  cases,  a  spokesman  here  said,  ^ 

One  of  the  farms  involved  in  questioned  "land  Hiuality"  case's  is  owned  by 
Kenneth  B.  Frick,  head  of  the  Agricultural  Stabilization  und  Conservation^ 
Service.  (ASCS)  which  t>p^ates  the  farm  contr<n  and  subsidy  program,  Frick's  n 
farm  is  held  in  trust  by  a  California  bank  and  operated  by  a  brother.  Officials 
stressed  that  all  farmers  iilvolved  will  be  given  a  chance  to  establish  that*  the 
complaint 'which  one  spokesman  termed  "often  a  matter  of  judgment  about 
land  quality,"  were  Wrong.,  ^ 

Kem  is  one  of  five  ?  counties  in  which  early  indications  of  possible 
violations  led  to  a  check  of  compliance  on  every  farm  which  participated  in  the 
farm  program.  . 
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Senator  Stevej^soi^.  It  will  be  received  by  the  committee  and 
printed  with  your  statement. 
Thank  you.  *  *  " 

We  will  now  recesa^O  minutes  for  lunch,  and  reconvene  the  hear/ 
ing  at  10  minutes  of  2.  :  ' 

(Whereupon,  the  subcommittee  rece; 


.    at  1:50  p.in.) 


at  1 :30  p.m.,  to  reconvene 
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AyTEmNodN  SESSION 

Senator  Stevenson.  The  meeting  will  come  to  order. 

Our  next  witness  is  Mr.  James  Lowery,  director,  Center  for  New 
.  CoTOorate  Priorities.  \  . 

Mr.  LgwERT.  'Mr.  Ed  Scanlon  will  assist  me  in  answering  any 
questions  you  might  haye.  >  , 

I^have  submitted  a  long  version  of  my  testimony  for  the  record 
and  I  will  excerpt  it.      \        .  ^  - 

Senator  Stevei^son.  That,  will  be  fine.  Your  statement  vnll  be 
entered  in  the  record  at  the  end  of  your  testimony. 

STATEMENT  OP  JAMES,  LOWERY,  DIRECTOR,  CENTER  FOR  NEW 
CORPORATE  PRIORITIES,  LOS  ANGELES,  ACCOMPANIED  BY  ED 
SCANLON  ^ 

Mr.  LowERT*  My  name  is  James  Lowexy.  I  am  project  Erector  of 
the  Center  for  New  Corporate  Priorities^  a  Los  Angeles-based  re- 
search organization  which  has  been  examining  issues  of  corporate 
rcspdnsibility  for  the  past  15  months. 

Last  summer  we  conducted  a  2-nionth  research  project  aimed  at 
identifying  some  of  the  causes  for  the  demise  ojE  the  small  farm  in 
California*  You  have  heard  or  will  hear  some  of  those  problems 
explained  in  other  testimony-^the  California  Water  Project,  tax 
advantages,  subsidies.  We^cliose  to  concentrate  on  farm  credit,  how 
it  favors  the  large  grpviiS|v  and  discriminates  a^i]r)i3t  the  small 
farmer.  .         '  '^^^^ 

^  Our  sources  were  intervifews  with  small  fanners,  pifbc^ssors,f>aiik- 
ers,  and  a^icultural  oflScials  and  public  records  such  as  bankcuptcy 
f^es.    .     *  ^  . 

_. — Part,  of  the  reasoii^hat^^ral  povertg^s-as4>adr  as  it  is  in  Oali- 
fernia  is  that  the  public  has  imderestimated  the  immense  power  and 
social -impabt  of  large  financial  institutions  such  as  insiftlrance  com- 
panies and  banks.  The  world's  largest  bank.  Bank  of  Airierica,  puts 
$11/^  billion  a  year  in  California  agriculture.  Neither  the  public  nor 
the  bank  have  given  any  thought  to  its  ultimate  social  impact.  These 
financial  institutions  have  helped  cause  a  conQ^ration  of  land  in  the 
hands  of.  a  few.  They  have  financed  and  bailed  out  the  water  project. 
They  have  financed  mechanization  without  a  thought  to  its  social 
costs.  As  a  last  blow  to  rural  California  they  haVe  begun  to  tighten 
their  credit  policies,  forcing  thg  sihall  farmer  into  perhaps  his  final 
tailspin. 

Consider  the  environment  in  which  these  institutions  operate.  Un- 
employment in  the  San  Joaquin  Valley  is  about  ky^  percent;  SQjOOO 
small  farmers  will  have  ceased  to  operate  Ijetween  1968  and  1975; 
unemployment  in  Fresno  County  will  stabilize  at  71/^  percent  for 
the  next  20  years  and  many  small  towns  like  Corcoran  see  over  half 
their  residents  living  on  welfare. 

Development  Keseardi  Associates  of  Los  Aitgefes'took  a  look  at 
the  Fresno  area  and  concluded  that  this  richest  agricultural  county 
in  the  Nation,  could  only  be  compared  to  Appalachia. 

The  appalling  thing  about  these  conditions  is  that  some  of  the 
country's  most  respected  agricultural  economists*  sitting  in  bank 
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offices  seemed  to  have  overlooked  "them  as  their  management  garried 
on  business  as  usual. 

Who  are  these  financier^  of  agriculture?  One  could  mention  in- 
surance companies  such  as  Prudential  which  have  financed  many  of 
the  transactions  involving  sale  of  agricultural  land,  or  the  banks 
whose  money  goes  indirectly  into  the  vertically  integrated  conglom- 
erates operating  now  in  California  agriculture. 

We  have  chosen  to, concentrate  out  research  to  date,  however,  on 
some  of  the  packers  and  processors  which  offer  financing  to  farmers 
and  on  the  Bank  of  America,  lender  of  40  percent  of  the  State's 
agrici^ral  credit. 

The  JBank  of  America  loaned  $11/^  billion  to  agriculture  in  1970. 
Its  annual  production  loans  to  farmers  amounted  to  between  $800 
million  and  $1  billion.  Its  trust'  department  operates  100,000  acres 
in  the  San  Joaquin  Valley,  and  companies  having  director  inter- 
locks with  Bank  of  Ainierica  over  the  past  15  years  own  nearly  a 
million  acres  of  agricultural  land  in  the  San  Joaquin  Valley,  about 
one-fourth  of  the  total  agricultural  land.  .  * 
■  In  recent  years  several  Bank  of  America  officers  have  been  Cali- 
fornia ngriculture  officials  at  the  same  time  they  were  employed  by 
the  bank,  particularly  the  directors  of  the  State  department  of 
agricultjire  under  the  administrations  of  both  Brown  and  Reagan. 

The  administrator  of  the  Federal  farm  subsidy  program,  Kenneth 
E.  Fnck,  has  his  land  held  in  a  Bank  of  America  trust. 

I  cite  these  examples  to  give  you  an  idea  of  the  poait^ol  the 
world's  largest  bank  in  California  agriculture.,  JK^' policies  have  a 
profound  effect. 

So  do  the  credit  policies  of  thefpa<ir^rocessors  and  packers,  which 
have  been  able  to  exercigfiteEg^Sat  leverage  in  determining  market 
prices  and.crop  supplies.  These  companies  range  from  small  com- 
munity packaginghouses  to  huge  concerns  such  as  Del  Monte  and 
Tenneeo. 

We  have  found  three  areas  in  which  food  processors  and  packers 
are  having  considerable  negative  impact  on  the  rural  life  in  Cali- 
fornia. 

The  first  is  the  support  by  banks  of  the  trend  to  mechanization, 
without  any  consideration  for  the  effects. 

The  second  is  bank  participation  in  financing  the  State  water 
project.  ^ 

The  third  is  the  credit  policies  of  these  banks  and  packers. 

I  would  like  to  deal  very  briefly  with  the  first  two  areas  since 
they  show  the  pattern  for  the  involvement  of  financial  institutions, 
and  to  go  into  a  bit  more  detail  on  the  third  area,  credit. 

First,  mechanization  is  a  trend  firmly  set  in  California  at  a  rate 
faster  than  anyplace  else  in  the  Nation  and  has  been  supported  by 
the  banks  because  in  short  it  makes  their  large  customers  moise  bank- 
able. About  two-thirds  of  the  research  on  the  tomato  harvester 
emerged  not  from  the  universities  but  from  private  corporations 
dependent  on  bank  loans. 

The  point  here  is  not  that  automation  ought  to  have  been  held 
up,  but  rather  that  the  sociar  impact  ought  to  be  compensated  for. 
"The  banks  have  had  a  marvelous  capability  for  estimating  cost  effec- 
tiveness and  profit  margin,  but  apparently  not  for  calculating  social 
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costs  in  advance.  In  retrospect,  once  mechanization  had  taken  over 
95  percent  of  California's  tomato  harvest,  the  Giannini  Institute 
estimated  that  the  ultimate  social  cost  of  the  tomato  harvester  will 
amount  to  $42.9  million  a  year  by  1973.  TRW  Corp.  estimates  now 
that  70,000  farmworkei:s  will  have  lost  their  jobs  and  30,000  small 
farms  will  cease  to  operate  between  1968  and  1975  because  of  mech- 
anization. .  -n 

The  Bank  of  America  has  replied  that  such  social  costs  will  be 
absorbed  by  the  taxpayer  as  the  county  and  State  begin  training 
and  relocating  programs.  If  this  were  true,  then  the  taxpayer  would 
be  shouldering  the  burden  of  poor  social  decisionmaking  by  corpora- 
tions. That  would  be  bad  enough.  Unfortunately,  though,  the  only 
ones  who  absorb  social  costs  of  mechanization  are  the  jobless,  the 
displaced,  and  the  impoverished. 

.  The  second  area  of  bank  activity  which  I  would  Ive  to  mention 
is  the  California  water  project.  The  Bank  of  America  and  Bankers 
Trust  of  New  York  undenvrote  nearly  all  of 'the  bonds;  Bank  of 
America  handfed  at  least  $600  million  itself.  I  think  this  is  a  case 
where  the  bank'sJladiTof  concern  for  the  ultimate  effect  of  the 
project  \r«^  overshadowed  only  by  State  and  Federal  ineptitude, 
■^le  water  project  makes  sense  to  the  Bank  of  America.  It  is  brmg- 
ing  into  production  hundreds  of  thousands  of  acres  of  land  on  the 
west  side  of  the  San  Joaquin  Valley,  much  of  its  owned  by  bank 
directors  and  large  customers.. 

Of  course  due  to  the  oversupply  liow  in  many  California  crops 
the^e  new  acres  for  the  most  part  will  be  excess,  that  is,  the  crops 
grown  on  the  new  land  ^ill  exceed  demand  and  drive  wholesale 
prices  down,  the  citrus  food  prices  5  to  7  percent ;  ahnonds,-  4  to  9 

Sercent;  grapes,  9  to  12  percent;  oranges  2  to  4  percent.  These  price 
eclines,  according  to  past  experiences,  are  usually  not  passed  on  to 
the  consumer;  they  are  absorbed  in  the  packing  and  distributing  end 
of  the  business.  t  • 

The  large  growers  on  the  west  side  of  the  valley  can  absorb  the 
price  decline  for  several  years  because  they  often  have  nonfarm  in- 
come, but  their  smaller  competitors  on  the  east  side  could  not  absorb 
the  price  decline  and  could  conceivably  be  squeezed  out. 

Who  benefits  from  th^  land  brought  into  production?  Som^'  ex- 
amples ;  Getty  Oil  Co.  which  put  30,000  acre^  of  new  land  into  pro- 
duction since  the  water  project.  There  are  three  Bank  of  America 
directors-  on  Gettv's  board,  including  the  past  and  present  chairmen. 
Landowners  in  tiie  Westlands  Water  District  will  put  115,000  now 
acres  of  specialty  crops  into  production  by  1990.  Bank  of  America 
officers,  directors,  and  customers  control  at  least  three  of  the  nine 
seats  on  the  Westlands  board. 

Incidentally,  the  land  value  increases  they  will  receive  from  the 
irrigation  will  amount  to  about  $22  million.  I  think  it  is  clear  why 
California's  largest  bank  supported  the  California  water  project. 

Now  let's  get  to  what  we  consider  the  most  important  factor  con- 
tributing to  the  demise  of  the  small  farmer,  credit.  The  water  project 
is  almost  completed,  the  effects  of  mechanization  have  be^^un,  and  are 
perhaps  irreversible,  yet  the  banks  still  have  an  opportunity  to  adjust 
their  credit  policies  in  agriculture,  if  they  can  be  made  b  accept  its 
necessity  and  if  they  are  prodded  to  do  so. 
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I  will  restrict  my  discussion  here  to  production  credit,  that  is,  the 
year-to-year  financing  of  planting  and  harvesting  as  opposed  to 
capital  credit,  land  purchases.  , 

But  I  should  emphasize,  in  line  with  some  of  the  other  previous 
witnesses,,  that,  because  of  the  high  cost  of  land  and  equipment  no 
one  but  wealthy  individuals  and  corporations  can  enter  agriculture 
today.  Therefore,  if  we  want  to  save  the  small  farm  it  is  absolutely 
necessary  to  have  adequate  production  credit  to  save  the  ones  AvMch 
already  exist. 

In  production  credit  the  small  farmer  is  at  a  disadvantage.  He 
needs  financing  each  year  for  pesticides,  fertilizers,  harvest  costs  ai^ 
other  costs,  ai]d  has  only  three  choices— commercial  banks,  Rational 
lendmg  cooperatives  such  as  the  Production  Credit  Association,  or'^i 
food  processor  or  producer. 

The  trend  today  is  briefly  as  follows:  The  large  banks  are  cutting 
back  on  loans  to  small  farmers.  The  Production  Credit  Association  is 
not  an  adequate  option  because  of  the  restriction  it  puts  on  loans, 
and  so  the  small  farmer  must  »o  to  a  packer  orva  processor  for  credit. 
This  may  be  the  end  of  the  line.  Fresno  bunkruptcy  records  show 
that  most  small  fanners  going  under  are  in  debt  to  packera,  not  to 
DaniCS. 

Let's  look  at  how  this  squeeze  works  a1)it  more  in  detail. 

The  Bank  of  America  has  told  us  that  farmers  who  have  done 
business  with  Bank  of  America  in  the  past  now  will  have  moderate 
diftculty  1n -getting  production  loans.  Those  who  have  not  had  busi^ 
ness  with  the  bank  in  the  past  will  have  a  very  difficult  time.  Bank 
of  America  has  justified  this  policy  to  us  by  contending  that  small 
farms  are  not  as  efficient  as  larger  ones,  a  view  which  we  do  not  share 
with  reference  to  a  number  of  significant  crops,  such  as  citrus,  grapes 
and  cotton  Injhese  crops  the  small  farmer  usually  has  ji  lower  cost 
pcr-ton  and  a  higher  yield  pev-acre  than  the  large  grower.  Con- 
versely, the  alleged  efficiency  of  corporate  growers  such  as  Russell 
(xilfen  and  J.  G.  Boswell  is  something  aproaching  a  hoax.  These 
operations  are  bankable  mainly  because  they  rely  on  subsidized  water 
and  subsidized  mechanization. 

There  are  two  principal  ways  in  which  banks  discriminate  against 
the  small  farmer.  One  is  the  carryover  of  production  credit.  For  the 
very  large,  such  as  Russell  Giffen,  owner  of  45,000  acres  in  Westlands 
VVator  District,  the  Bank  of  America  will  carry  over  several  hundred 
tJiousand  dollars  from  one  year  to  the  next  and  still  grant  him  new 
production  credit.  Bank  of  America  trust  officei-s  told  us  this  is  be- 
cause the  bank  cannot  afford  to  foreclose  on  him.  Banli  of  America 
does  not  grant  such  a  break  to  small  farmers.  He  is  denied  further 
loans  if  he  does  not  pjiy  back  his  1-vear  loan  promptly. 

Bank  of  America  explains  that  the  small  guy  is  a  bad  risk.  In  fact, 
he  IS  a  bad  nsk  because  he  doesn't  have  adequate  credit.  Bank  of 
America  trust  officers  related  to  us  a  story  here  which  id  rather  il- 
luminating. A  farmer  and  wife,  an  elderly  couple,  died  several  years 
ago,  they  said,  and  willed  their  farm  to  the  Bank  of  America  trust 
department  under  the  terms  of  their  mortgage.  This  farm,  the  bank 
said,  would  probably  have  gone  under  within  2  years.  On  taWjig  over 
the  land  itself,  the  bank  put  its  own  money  into  the  farm,  hired  the 
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couple's  ISon  at  $^^,000  a  year  to  manage  the  farm,  and  turned  the 
operation  around.  It  will  be  making  a  healthy  profit  within  another 
year.  This  is  just  one  example  of  what  adequate  financing  can  do  if 
it  happens  to  be  Bank  of  America's  trust  department  which  owns  the 
land.  '  o 

The  second  way  in  whidh  banks  discriminate  against  the  small 
farmer  is  to  set  a  minimum  amount  of  lind  which  a  farmer  must 
have  free  of  indebtedness,  that  is,  without 'a  mortgage  in  order  Jo 

get  credit-  By  adjusting  this  figure  for  small  or  large  j^rowers,  the 
ank  can  ease  its  coJU^Jience  by  denying  credit  to  certaiij,  classes  of 
farmers.  ^'^ 

When  the  farmer  cannot  get'bank  credit,  his  only  options  are  the 
Production  Credit  Association  and  packing  houses.  Production 
Credit  Association  gives  very  short-term  loans  in  iiicrements  which 
Restrict  the  farmers'  operation.  I  won't  go  into  detail  about  Produc- ' 
"tion  Credit  Association  here.  '  " 

The  other  option  is  the  packing  houses  or  food  processors.  This 
may  be  a  small'locally  owned  company  or  it  may  be  owned  by  a  large, 
corporation  sucli  as  Del  Monte  or  Teiineco.  There  are,  in  g'eiieral,  two 
ways  to  get  credit  from  a  packing  house.  They  amount  to  two  ways 
in  whicli  the  small  farmer  is  further  squeezeii.  ^ 

The  packing  house,  first  of  all,  can  lend  to  the  farmer  using  crops 
to  be  harvested  as  security.  Sucli  loans  usually  carry  interest  charges 
1  to  2  percent  higher  than  the  bank  rate.  % 

I  should  point  out  this  amounts  to  tlie  packing  house  sifhply  being 
an  interniediaiy  between  the  bank-dfinilncing  and  the  small  farmer. 
For  the  farmer  there  is  a  disadvantage,>namely^the  fact  that  fluctua- 
tions in  prices  will  greatly  affect  his  ability  to  meet  the  loan.,  Since 
the  packihg  house  negotiates  the  price  at  \vhicli, crops  ^will  be  sold 
to  marketing  outlets,  the  farmer  may  not  beftefit  at  all  and  may ^  in 
fact,  end  up  owing  tlie  packing  house  money  at^the  end  oT  the  year 
in  the  event  that  his  income  does  not  cover  the  packing  house  cost.-' 
In  the  present  market,  such  price  squeezes  have  been  increasing. 
Secondly,  tlie  packing  house  cah  offel*  to  purchase  the  farmer's 
crop  at  the  beginning  of  the  season  at  a  guaranteed  minimum  price 
and^give  him  a  low-interest  advance  on  that  amount  to  cover  |)re-^ 
harvest  costs.  Theoretically  this  shifts  the  risk  of  price  fluctuations 
to  the  packer,  becalise  if  the  market  price  is  lower  than  the  agreed 
amount  or  price  the  packer  takes  the  loss.  Although  the  packer  takes 
the  risk,  it  covers  itself  by  offering  the  fanner  an  initial  price  Mose 
to  the  minimum  for  the  previous  year  for  that  crop.  This  ijrice  is 
usually  offered  without  tlie  ability  of  the  farmer  to  negotiate  it. 
Packers  can  use  their  credit  leverage  to  dictate  supply,  since  their 
credit  is  the  last  option  the  farmer  has. 

I  will  cite,  one  example  we  have  heard  concerning  Del  Monte. 
Several  years  ago  when  wholesale  cling  peach  prices  in  the  San 
tToa(][uiu  'Valley  were  higher^  Del  Monte  Tbegan  offering  incentive 
credit  to  fjiTmers  who  would  increase  their  acl'eage  of  peaches."The 
result  is  now  being  felt:  As  those  new  plaifings  matured,  t^ere  de- 
veloped an  oversupply  of  peaches,  which  has  driven  do\vn  the  whole* 
sale  price  Del  Monte  pays  to  those  same  farmers.  Retail  prices,- how- 
ever, have  not  dropped*  proportionately.  Because  of  this,  the- over- 
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supply  is  no  problem  to  Del  Monte,  it  is  only  a  problem  to  the  small 
famer  who  is  now  stuck  with  the  excess  planting  and  low'  prices. 

The^effects  of  these  credit  policies,  of  the  California  water  project, 
and  of  mechanization  are  perhaps  complex,  but  that  does  not  cloud 
our  analysis  of  the  underlying  causes  for'  rural  poverty  and  for -the 
squeeze  on  small  farms.  The  causes  are  the  unchecked  power  of  the 
largest  landowner^,  the  banks  and  agribusiness  concerns,  and  the 
a,nnual  shower  of  billions  of  dollars  4nto  California  agriculture  with 
littte  or  no  social  planning.'  ,  ♦ 

Let's  talk  to  the  issue  directly.  What  respbnsibility  does  a  bank 
which  lends  a  billion  and  a  half  a  year, to  agriculture  have  towards 
seeing  that  such  loans  don't  cause  social  havoc?  We  thinC  that  it 
is  unfair  for  such  corporations  to  put  the  cpst  of  their  poor  or 
nonexistertt  social  decisionmaking  on  the  unemployed,  the  iobless, 
and  tlie  taxpayer.  ^  i    .      .  j 

The  first  step  is  for  the  corporation  to  acknowledge  that  there  are 
social  costs.  Bank  of  America  apparently  has  a  social  accounting 
scheme  called  the  Arithmetic  of  (Quality,  but  I  have  not  seen  it  work 
in  agriculture. 

The  second  is  to  do  something  about  offsetting  the  social  costs 
already  incurred.  I  see  little  of  this,  either. 

Third  is  to  anticipate  social  costs  in  present  and  future  policies. 
AS  you  liave  seen  from  Bank  of  America  statements  with  regard 
to  credit,  there  IS  none  of  thig  either.  These  corporations  do  not 
chango  without  pressure;  unless  we  are  willing  to  write  off  rural 
^i*^  •  '7  ,^""^1  confront  the  giant  'agribusiness  companies  and 

their  bilhon-dollar  lenders  head  on. 

L-would  l)c  happy  to  answer"  an/ questioris,  especially  in  rofetencc 
to  Kol)ert  Long  s  testimoiiy  the  t^r  day,  the  representative  of  the 
Bank  of  America.  ^ 

Senator  Stevenson.  Mr,  T^ng^d,  in  response  to  a  question  of 
mine,  that  tlie  Bank  could  not  break  out  the  figures  on  thk  aggre- 
gate amount  of  credit  it  haci  outstanding  to- small  fartners.  Do  you 
have  any  such  figures?  Can  you  break  down  for  us  loans  outstandtinc 
to  farmers  of,  say,  less  than  $10,000  a  yeaB.in  income?  Is  there  any 
way  of  getting  such  information  ?  • 

Mr.  LowEKV.  niat  is  very  difficult  information.  Tliat  has  been 
our  ponit.  How  can  legislators  and  the  general  public  make  good 
decisions  about  social  planning  if  we  don't  hav.e  that  kin^  of  infor- 
mation. .The  bank  has  simply  said  it  doesn't  break  those  figures 
down  that  way.  I  think  ft  would  be  absolutely  necessary  to  find 
that  information. 

Apparenth- what"  Mr.  Long  had  done  was  to  go  through  a  number 
of  hies  and  demonstrate  in  the  past  the  bank  lifte  been  loaning  to 
a  vei7  broSd  range  of  agricultural  clients,  ranginif  from  very  small  ' 
farmers,  lines  of  credit  from  $1,000  on  up  to  hundreds  of  thousands 
of  dollars. 

The  poi'nt  is,  what  is  happening  right  now?  The  Bank'of  America 
4ms  lieen  involved  m  agricultui:e  in  California  since  the  thirties  • 

»  ""^  foreclosed  on  some  600,000  acres  of  agricultural  land 
in  (  aliforma  and  it  had  made  a  policy  during  that  time  of  loan- 
ing a  good.^deal  of  money  to  small  farmers.  The  point  now  is  that 
that,  credit  is  drying  up  and,  while  the  large  growers  are  sujbject  fo 
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the  same  market  conditions,  costs  are  going  up  and  prices  are  re- 
maining stabler  The  "Bank  of  America  is  perfectly  willing  to  carry 
over  debt  for  IluSsell  Giffen  or  for  its  other  large  customers  and 
not  willing  at  all  to  do  that  for  its  smaller  customers. 

Senator  Stevenson.  How  do  you  know  that  when  apparently 
nobody  outside  the  bank  knows  liow  much  credit  it  is  extending  to 
small  farmers?  ^*  ^ 

Mr.  LcvvEUY.  We  have  analyzed  the  policy  according  to  inter- 
views we  held  with  some  of  theiit  trust  officers  in  Fresno  and  with 
agricultural  economists  whom  we  interviewed  in  San  Francisco. 
Tliese  trends,  admittedly,  were  defined  to  us  without  any  documenta- 
tion of  how  much  money  was  going  to  large  and,  small  farmers. 

Senator  Stevenson.  I  also  asked  Mr.  Long  if  he  knew  what  the 
Bank's  policy  was  on  interlocking  directorates.  lie  said  that  it  was 
contrary  to  the  policy  of  the  bank  for  memliers  of  its  management 
to  serve  on  the  boards  of  its  corporate  borrow(?rs,  but  he  didn't 
know  what  the  policy  was  with  respect  to  interlocking  directorates. 

Mr.  Lo^VERY.  The  examples  we  have  for  interlocking  directorates 
definitely  show  that  the  bank  has  no  policy  to  restrict  such  inter- 
locks. We  have  an  appendix  to  submit  with  our  testimony  which 
will  document  some  of  those  interlocks.  I  think  if  I  were  to  run 
down  some  of  those  names  and  thfe  interlocks,  we^can  see  that  the 
Bank  of  America's  policies  logically  represent  these  interests  and 
not  the  interests  of  the  small  larmer  at  this  point  and  not  the  in- 
terest at  all  of  the  farmworker. 

We  have  a  director,  Harry  S.  Baker,  Producers  Cotton  Oil,  that 
is  often  a  middleman  offering  credit  to  small  farmers.  We  found 
a  number  of  bankruptcy  records  which  show  that  small  farmers 
had  been  in  debt  and  'then  had  gone  bankrupt,  connected  with 
Producers  Cotton  Oil.  ^  / 

Louis  Petri  with  Allied  Grape*  fcrrowers— it  just  goes  on  and  on. 
I  won't  bother  to  list  a  lot  of  nM|ics.  But  the  policy  seems  not  to 
restrict  director  interlocks  eitlierjM  Bank  of  America  or  any  other 
American  corporation.  . 

8enat<»r  Stevenson.  For  the  r(i|rd,  the  subcommittee?  counsel  has 
stated  that  we  received  a  letter  ||om  Mr.  Lon^r  stipplementing  hiB 
testimony.  In  this  letter  ho  makife  no  further  vnniment  .about  the 
bank's  policy  on  interlockhig  diiwtorat,eH,  btit  lie  says  fliat  he  was 
inac(Mirate  hi  suggesting  that  the  i|)licy  of  the  bunk  forbade  members 
^of  its  management  serving  on  other  boards  of  other  corpqrations  with 
which  it  has  commercial  relatioifs.  Apparently  there  are  excn^ptions, 
at  least  to  that  policy,  and  inember^)f  management  m'w  oil  the  lM)ard 
of  its  corporate  borrowers  occasiowfy.  - 

Are  you  suj^ri^esting  that  th(?sa  mtei^locking  relationships  illegally 
hiflueiice  tlie  bank's  lending  policies?  a 

Mr.  Lowiinv.  I  don't  think  necessarily^  illegauy.  It  is  a^questioii 
that  has  been  brought  up  iih  relation  to  virtually  eveiy  large  Ameri - 
can  corporation  at  this  point.  WJiom  does  the  board  of  directors 
represent  if  Wliich  ijnterest  dofsm  Vepres(^nt?  I  don'f:  think  this  is 
a  place  nc  (n^s.sarily  for  a  legal  challenge.  Those  people  in  Calif orjiia 
who  f(»el  that  they  are.  not  represented  by  such  powerful  entities 
such  an  Hauls  of  America,  I  am  sure  the  Jarmworkers  and  the  great 
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number  of  small  fanners  must  feel  they  wouW  have  a  legitimate 
moral  case  for  having  some  of  their  interests  represent<»(l. 

I  think  it  is  a  social  imperative  that  the  Bank  of  America  and 
the  insurance  companies  involved  in  agriculture,  for  instance,  as  I 
said,  at  tlie  very  least  begin  analjrzing  the  information  that  they 
have  concerning  tlieir  credit  policies,  where  the  money  is  going, 
what  social  impacts  it  1ms.  Then  we  can  better  judge  whether  these 
are  actual  conflicts  of  interest  or  not. 

Scnatoi^  Stevknsox.  Can  you  tell  us  anvthing  about  the  activity 
of  the  Farmers  Home  Administration  and  the  Small  Business  Ad- 
ministration with,  respect  to  loans  to  small  farmers? 
Mr.  Ix)WEny.  No;  we  haven't  looked  into  that  a  great  deal.  I  think 
.  that  It  is  an  extremely  important  area.  Some  of  the  previous  wit- 
nesses, including  the  repre^itative,  I  think,  of  the  Westlands 
7  .     Water  District,  have  been  saying  that  credit  is  absolutely  necessary 
for  distribution  of  that  land.  And  the'  point  was  brought  up  that 
?    it  woiikj  be  necessary  to  have  low  interest,  very  low  interest  or 
X    no  iiiterest  loans  available.  Our  field  of  inquiry  was  restricted 
I    pretty  much  to  production  loans  and- not  to  long-term  credit. 

But  from  what  I  have  read,  I  tljifik  that  those  national  coopera- 
tives, the  land  banklind  so  fortMie  Federal  land  bank,  arc  good 
in  their  policies  and  their  thrust,f|>ut  they  just  don't  have  enough 
muscle  to  offset  the  tremendous  social  forces  already  put  into  effect. 

henator  SiivENSoN.  You  would  agree  that  any  bank  has  a  duty 
to  Its  depositors  and  to  its  stockholders.  It  has  to  follow  the  truth 
in  lending  practice;  It  wouldn't  bo  reasonable,  for  a  b^k  at  this 
point  in.our  lustoiy  to  bo  concerned  about  the  credit  of  the  typical 
small  farmer,  especially  with^  judging  from  tlie  testimony,  '^a  xml 
possibility  of  serious  surpluses  at  least  in  the  production  of  com- 
modities m  California,  would  it?  \ 

Mr.  l^wKnr.  There  would  be  several  pointe  in  that  regard.  First 
of  all,  there  are  precedents  for  the  Bank  of  America  and  other  banks 
giving  loans  tq  vary  high  risk  ventures,  for  instance,  Lockheed.  I 
think'  also  One  could  mention  some  of  the  conglomerates;  Again,  we 
have  no^  access  to  lYow  efficient  such  very  large  growers,  as^Russell 
(iiffen,  are,  but,  if  a  debt  of  several  hundred  thousand  dollars  a 
year  was  carried  over,  those  people  must  share  some  of  the  risk. 

I  thnlk,  though  J  what  we  have  is  somewhat  of  a  circular  argument 
l)ecause  a  number  of  thefeo  small  farms,  if  they  had  the  capital 
available  to  expand,  to  buy  mach'inory  and  so  forth,  could  achieyjk. 
a  return  on  investment  which  would  bo  respectable  and  whicli^ 
think  the  bank  would  accept,  and  they  just  are  not  getting  that 
kind  of  credit  right  now.  , 

'  The  other  thing  with  the  pro<luction.  I, think  oversupply  right 
now  and  also  the  disadvantage  which  the  small  farmer  has' in  his 
marketing,  I  think  you  are  correct  that  these  factors  have  both 
discouraged  bank  lending  to  small  farmers! 

That  IS  my  point  about  not  looking  ahead,  calculating  the  social 
effects  or  the  effects  on  production  of  tho^Calrfornia  Water  Pr6ject, 
for  instance.  "  ^ 

Senator  Stevjbnson.  Mr.  Long  did  say  in  this  connection  that  he 
felt  It  cou-ld  1)0  fruitful  for  the  subcommittee  to  explore  the  possi- 
bilities of  making  additional  Governmont-guaranteea  loan  programs 
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available  for  small  farmerr.  I  tiiink  there  are  already  some  s\ich 
programs  available  through  the  SBA,  for  example,  but  I  don't  know, 
on  the  basis  of  whiit  we  have  heard  so  far,  to  what  extent  that 
^yiiarantee  authority  and  tlie  SBA  or  similar  authority  in  other 
agencies,  is  available  and  being  used  in  California. 

Mr.  Lo\vERY.  It  seems  to  me  what  we  need  is  not  necessarily  a 
whole  new  agency  or  a  whole  new  Federal  program  for  pouring 
money  into  smalf  farms,  perhaps  a  supplemental  program  or  some- 
thing* to  supplement  existing  loans,  if  that  nifomation  were  avail- 
able, so  we  could  design  such  a  program,  that  might  da  it. 

On  the  other  hand,  I  don-t  think,  from  our  point  of  view,  that 
\rt3  would  like  to  see  that  sort  of  policy  drawn  up  without,  at  the 
same  time,  offsetting  the  policies  which  got  the  small  farmer  there 
in  the  first  place^  which  is  favoritism  towards  the  lar^  growers 
with  subsidies,  with  subsidized  mechanization,  which  are'tlie  factors 
that  are  making  those  growers  bankrupt.       ^  ^ 

Senator  Stevensox*  I  am  not  suggesting  tWs  should  be  an  exclu- 
sive concern.  You  arc  th»  one  who  said  you  would  deal  with  credit. 

Senator  Taft,  do  you  have  any  questions? 

Senator  Taft.  Thank  you,  Mr.  Chairman. 

M?.  I^wery,  would  you  tell  me  what  the  center  for  New  Cor- 
porate Priorities  isj 

Mr.  LowERY.  We  are  a  research  organization  in  Los  Angeles,  a 
.nonprofit,  od,ucational  organization  which  has  been  doing  research 
fon  corporations  and  cwporate  responsibility  since  about  November 
^oflOrtK  '  .> 

Senator  Taft.  Do  you  have  paid  employees?  .  ' 

Mr.  LoweRy.  Yes.      «  ^ 

Senator  Taft.  Ho\vmany  paid  employees  do  you  have? 

Mr.  Ix)^VERY.  Six. 

Senator  Taft.  Does  the  center  have  an  endowment? 

Mr.  iiOWEKT.  No.  .  * 

•  Senator  Taft.^Iow  is  it  financed? 

Mr.  liOwERY.  lyAs  fiuided  by  foundation  grants,  contributions, 
churches. 

Senator  Taft.  What  is  the  annual  budget,  approximately? 
Mr.  IxnvKnv.  The  annual  budget '  in  <l;he  last  yeaK  was  about 
$15,000  total.  --^ 
Senator  Taft.  How'  many  contributors  did  you  have? 
Mr.  liOWKftY.  Fifty  to  a  hundred,  something  like  that.  ^ 
SOnator  Tafi\  Do  you  have  a  board  of  trustees  ?. 
Mr.  LowKRY.  Yes. ' 

Senator  Taft,  Would  yo^i  submit  to  the  committee  a  list  of  your 
board  of  trustees  and  olVjtfur  Contributors  and  the  amounts,  could 
you  do  that  ?  ^ 

Mr.  LowERY.  Certainly.  We  have  no  objection.  We  have  made 
that  public  to  the  IRS.  [Staf!  Note:  The  requested  material  was 
submitted  l)y  Mr.  I^owery  and  has  been  retaincfd  in  the  subcommit- 
tee files,] 

Senator  Tafi'.  You  file  a  form  99.  It  is  just  for  our  convenience 
that  I  would  like  to  liave  it. 
Mr.  LowERY.  Yes,  sir.  ^       ■         '  ■ 

Senator  Taft.  What  other  studies  have  you  nfade  this  year? 
.  Mr.  LowERY,  We  have  done  a  number  of  studies  on  corporate 
involvement  in  foreign  countries,  such  as  Southeast  Asia,  in  Pakis- 
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tap,  in  Tliailand,  for  instance.  We  are  doing  some  research  in 
minority  communities  with  regard  to  credit  policies,  SBA  loans  and 
SO  lortJi*  ,        .        .  I 

Senator  Tatt.  Are  your  employees  full-time  employees? 

Mr.  LowERY.  Yes.  ^ 

"       ?^J?  t'*"^  Taft.  And  you  are  a  full-time  employee  of  the  cent€r? 
Mt".  EiOwERT.  Yes. 

Senator  Tact?.  I  would  welcome  some  additional  comment  as  to 
your  feelings  about  mechanization.  We  have  heard  a  good  deal  of 
opposition  expressed  to  it,  but  you  seemed  to  express,!  thought,  a 
somewhat  ditferent  point  of  view.  Would  you  comment  on  that? 
.      Mr.  LowERT.  My  statement  was.  that  mechanization  was  not  in-  • 
herentl.v  bad  Qr  automation.  My  reference  was  to  automation,  not 
mechanization.  ' 
,     Tho^flrst  point  is  to,  in  effect,  clean  up  the  mess  that  we  have 
generated  by  taking  on  thescy  vefy  grandiose  mechanization  plans 
without  any  social  planning.  I  think  nobody  looked  into  how  many 
unemployed  were  going  to  result  because  of  mechanization  in  the 
cotton  mdnstry,  and  m  tomato  harvesting,  in  grape  harvesting,  and 
^^J^'^h'  Th«  Government  didn't  take  any  measures,  neither  did  the 
totatc  of  (  ahfornia,  nor  the  corporations  involved. 

In  terms  of  mechanization  in  other  crops,  my  point  is  simplv 
that  automation  is  not  inherently  bad.        ^  '       ^  °  "i^'J' 

_  I  would  like  to  point  out,  however,  that  there  are,  some  assump- 
tions^made.  Wo  have  heard  comments  by  Bank  of  America  repre- 
sentatives and  some  others  comment  on  mechanization,  that  mech- 
ttmzation,  automation,  is  inherently  good,  or  let's  say  neutral,  at 
the  very  least,  because  it  generates  new  jobs. 
Senator  Taft.  And  lower  ^prices  sometimes? 
Mr.  LowERY.  KSometimes.  That  is  not  to  be  counted  on. 
But,  m  any  event,  with  the  case  of  the  grape  harvester  and  the 
tomato  harvester  and  all  of  the  new  mechanization  projected  over 
Hie  next  10  to  20  years  in  California.  I  have  seen  projection  by  the 
I?r?vw'}""i^"^ri'f"**'  ^^ffl^  there  will  bo  a  net  loss  of  about 

^^^i""^  '"^^  ^  ?^  *°  2^'^  jobs  generated,  but  we 
sUoHldn  t  delude  ourselves  that  the  people  displaced  from  farm  labor 
will  have  a  chance  at  those  jobs. 

Senator  Tact-.  What  are  we  going  to  do?  Are  we  going  to  hold 
ui»  PWess  and  industry  generally  whore  automation  may  result 
m  an  imtialjoss  of  ]obs? 
.    Mr.  Imweky.  It -depends  on  how  you  define  progress. 

I  think  going  ahead  blindly  »with  mechanization  

benator  Tapt.  I  don^t  think  we  ought  to  go  into  it  blindly,  but  I 
'  TT  V  j^^jJ'"^®.  question.  Let's  consider  cotton  for  a  minute.  Tlie 
United  States  IS  already  competing  at  some  disadvantage  with  other 
cotton-producmg  nations  throughout  the  world.  Do  you  think  it  will 
bo  m  our  mtorest  to  fail  to  use  automation  that  may  result  in  Ibwor- 
mg  the  price  of  cotton? 

Mr.  Lo^vERY.  If  you  are  talking  about  purely  economic  judgment, 
certainly  not.  .        J    e    •  > 

Senator  Tact-.  I  am  talking  about  social  judgment,  tod,  because, 
If  you  have  no  cotton  industry  loft  in  the  country,  you  are  not  going 
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to  hSVe  anybody  working  in  it  whether  it  is  automated  or  whether 
it  is  not  automated.  .  .    ,     ^  V 

Mr.  LowEiiy/The  point  is,  if  you  have  visited  a  town  such  as 
Corcoran,  and  one  of  the  previous  witnesses  mentioned  that  m  the 
town  of  Corcoran  60  percent  of  those  people  are  on  welfare.  Ihero 
used  to  be  about  7,0(K)  or  8,000  farmworkers  a  year  working^  m  the 
fields  around .  Corcoran.  There  are  no  jobs,  there  are  no  3obs-in 
Corcoran.  There  aje*  no  jobs  in  Fresno,  There  are  no  ]ob9  m  Los 
Angeles,  particularly,  that  they  can  go  to.  My  point  is  simply ^who 
looked  at  the  effects,  who  took  into  account  m  advance  the  eliects 
of  that  mechanization?  No  one.  ,  r  • 

I  am  saying  that  perhaps  the  decision  to  go  ahead  with  mechani- 
zation ill  these  other  crops  woxild  be  in  the  same  position  if  we 
don't  plan  at  least  as  ambitiously  to  offset  the  social  cost* 

One  point  I  would  like  to  bring  out  in  reference  to  the  (Tiaiinmi 
Institute,  actually  I  think  it  was  the  University  of  California  at 
Davis,  I  think  one  of  the  other  witnesses  earlier  made  ref^enco  to 
the  fact  that  90-some.  percent  of  the  research  done  at  U.  C  l>^avis 
or  the  University  of  (California  on  agricultuie  was  directly  reiated 
to  technology.  It  is  very  curious  to  me  to  have  seen  that  the  oniy 
studv  that  liad  ever  been  done  on  the  social  costs  of  the  tomato 
liarvcster  was  clone  in  1970  at  a  time  when  95  percent  of  the  crop 
was  already  harvested  mechanically,  and  it  would  seem  to  me  to  be 
a  verv  bad  policv  to  <lo  all  of  these  studies  ill  retrospect. 

Senator  Taft. 'Supposing  it  had  been  done  before,  what  do  you 
think  should  have  followed?  Supposing  it  had  Been  done  before, 
when  the  State  patent  had  been  developed  and  the  engineering 
feasibilitv  had  been  developed,  but  it  hadn't  bj»j?u.put  into  produc- 
tion at  all,  and  they  made  the  study  at  that  ti>he  and  came  out 
'  with  the  results,  what  should  they  have  done  then? 

ilr.  Ix)WERy.  Job  training,- relocating,  compensation.  All  of  these 
things  are  very  accepted  policies  in  other  industries.  I  think  in 
industries  whei'e  labor  has  had  any  muscle  they  have  gotten  com- 
pensation, they  have  gotten  training  programs  and  so  forth.  That  has 
never  l)een  tnie  with  farm  labor. 

Senator  Taft.  That  is  what  I  wanted  you  to  bring  out. 

Mr.  LowKUY.  I  think  also  it.  is  very  sad  to  me,  we  took  a  look  at 
some  of  the  studies  whici\:^mve  l>een  done  recently  on  Lresno  v^oiuity 
and  Fresno  Countv  is  an  area  which  is  absorbing  a  lot  of  influx  of 
unemployed  due  to  mechanization  and  it  is  pretty  much  left  up 
to  the  countv  and' the  city  of  Fresno  to  absorb  that  joblessness. 
Obviously  the  countv  cannot  do  it,  the  city  cannot  do  it,  tlie  btate 
hasn't  been  willing  to  do  it,  and  the  Federal  Government  apparently 
lias  not  seen  fit  to  st^jp  in.  ,  •  i 

Getting  back  to  our  point  about  banks  and  financing  and  cor- 
'  porations,  the  ones  who  have  initiated  these  policies  and,  m  effect, 
placed  bets  vears  ago  on  technology  and  mechanization,  we  think 
that  they  should  have  shared  some  of  the  responsibility  to  plan  for 

social  costs.  ^ 

Spnator  Tatt.  Of  course  what  the  legal  obligation  of  thoir  man- 
acement  would  bo  as  to  the  extent  of  their  participation  would  be 
a  matter  with  which -you  have  been  concerned.  Would  you  have 
comment  on  it?  * 
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Mr.  Lo^vEnr.  Could  you  rephrase  the  question  ? 

benator  Taft.  Would  the  management  have  legally  had  the  re- 
sponsibility to  expend  sizable  amounts  of  monev  on  the  alternatives 
or  routes  you  suggest?  * 

•  ^oi^A^^^^^'P;^'  ^^^^  ^'^Vovt  of  Bank  of  America 

i .  ,  ^^^^  ^*  ^^^^y  ^bout  their  social  responsibility, 
I  think  they  are  ready  to  do  it.  They  are  already  justifying  it  to 
their  stockholders.  They  just  haven't  done  it. 

Senator  Taft.  But  there  is  a  limit  to  how  much  thev  can  spend  on 
this,  isn't  there,  besides  the  legal  matter? 
'   Mr.  Lo^vEnr.  Perhaps. 

Senator  Taft.  I  can  view  a  minority  stockholder  suit*  for  waste 
of  assets  when  you  get  to  a  certain  point. 

Ml-.  I^wEur.  I  think  the  Bank  of  America  is  not  worried  about  a 
minority  stockholder  suit.  It  is  interesting  to  note  that  the  Bank  of 
America,  and  I  am  using  tlio  bank  because  we  know  it  a  little 
better  than  we  know  (Jeneral  Motors  or  A.T.  &  T.  or  any  other 
corporation,  but  the  pattern  is  clear.  In  1001  the  CORlJ  began 
demonstrating  m  front  of  the  Bank  of  America  branch  hero  in 
ban  r  rancisco  and,  lo  and  behold,  a  few  years  later  it  became  accept- 
able for  the  bank  to  be  hiring  niorcj  blacks  and  (^hicanos,  and  tliev 
haven  t  had  any  minority  suit  from  stockholders  on  that. 

Senator  Tavv.  There  was  a  little  matter  of  intervention  of  Fed- 
eral law  that  might  have  been  involved,  too. 

Thank  you. 

Senator  Stevbnson.  I  am  afraid  we  are  running  way -behind 
schedule,  and  we  must  move  to  our  next  witness. 
Thank  you  very  much,  Mr.  luowery  and  Mr.^Scanlon. 
(I ho  prepared  statement  of  James  Lowory  follows:) 
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l8l^.  •    ^  ^  V 

Mr.  Chalnwm,  ay  rune  li  Janei  iowery.  I  am  Project  .Director  of  the  Center. 
^  for  Kew  Corporate  Priorities /a  Loa  Angeaea-ba»ed  rcaearch  organization  which , 
haa  been  exaalnlng  iacuea  of,' corporate  tesponslblXlty  for  the  past  15  nontha. 

iaat  aviDiiier  we  conducted  a' tvo-abnth  "reie*rch  project     aimed  at  identifying 
^one  of  the  cauaes  for.  the.dejd.*e  of  the  aaiill  fam  in  California.  We  concentrated 
on  the  iBportance  of  fl^xanclng  and^credlt  avalXablllty,  conducting  intervlewi' 
witjj  faroera,  proceaaorf,  battlcera  and  federal  a^tulti^re    officlala.  In  addition, 
we  reviewed  public  records  such  as  bankruptcy  files. •    '  ^ 

Toi  the  past  two  days  ypu  have  heard  the  problena  of  Cailfomitf  agriculture  ^ 
.♦defined,  redefined,  explained  and  justified.  I  wduld  like  tp  take  a  Aooent  to 
define,lj^  a«  we  aee  it^ln  rflcrocosid  in  Fresno  County— the  n^tlon/i  richest  agri- 
cultural county— and  then  to  discuss  sosic  Qf  the  major  causes  of  the  current  con- 
dltlons,  with  emphasis  on  financing  and  credit.  ,  '  -  ^ 

*•  - 

'  •    -  I  am  very  pessimistic  about  the  future  of  FteSttd  Coui)jty.  A  atudy  done  by 
Development  Research  Associater,^ Los  Angeles,  says  that  the  county* now  has  13,000 '  * 
unemployed  and  that  this  nmnber  will  climb  to  18,000  by  isbo.  The  unemploym^t  rate 
in  the  San  Joaquin  Valley  as  a  whole  was  7.6  percent  Us  of  November  1971;  this 

^condition  has  been  aggravated  in  the  past  by  in-iiigration  from  outlying  areas  of 

-dipplace'd  farmworkers  seeking  employment.  DRA  expects  this  in-migratlon  and  out^ 
*^ 

migration  to  reach  equilibrium;  in  the  .words  of  the  repott,  "is  is  estimated  that 
this  equilibrium  point  will  be  at  an  approximate  rate  of 'unemployment  of  7.5  percent, 
we  estimate  that-  thia  chronic  uneroplpyment  condition  will  persist  through  1990  in 
the  absence  of  dramatic  policy  changes.  There  is  little  reason  to  expect  either 
economic  growth  in  the  Fresno  area,  public  or  pri^vate  jdb  ttkining  programs,  or 
reversal  in  observed  agricultural  eipployment  trends  to  alter  tHls  c«ndltion>at  *  * 
the  present  time . "  3 
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In  many  snail  towns,  over  half  t^ie  people  are  on  welfare;  there  !•  now  relatively 
little  ^ut-mlgratlon,  for  c^.tlea  such  .as  Fresno  cannot  aboorb  the  jobleia.^  A»  of^ 
January,  1976,,Tresno  County  }»ad  about  30,000  people  In  need  of  manpower  £ralnlng 
and  an' a'ddltional  12",  000  unemployed  youths  In  need  of  training. 

•    And  th^  problem  goes  beyond  farm  labor,  ietween  19^4  and  1568,  aoaic  17»000 
farms  ccast/d  to  exist  In  California,  many  of  which  were  ^mall  and  Independently 
operated. /^The  Glannlnl  Foundation  has  predicted  tliUJt  between  1968  and  tpS,  30,000  ' 
small  fjTjtmers  VI 11  have  ceased  to  oj^rate  In  California.  In  a  study  last  ye*r, 
TRW  Corp.    reported  that  In  the  I^rst  six  months  of  1970,  th^  Fre^fcno  bankruptcy  - 
office  (which  ^pes  the  San  Joaquin  Valley)  processed  nearly  ^a  many  bankruptcies 
as  In  all  of  1968  and  1969.  Ttiese  farners  themselves  join  the  ranks  of  the  jobl«aa. 

I  tRy  concludes,  "The  state  of  Callfornlc^  has  not  yet  confronted  in  any  otganized, 
cohcyrent  manner  the  fact  tfiat  It  pontalns,  within  Its  borders,  depressed jireaS,  j 
such  as  Fresno  an<f  Stockton,  roughly  equivalent  pi  tnagnttudc  to  nationally  recpgr 
nllEed  and  funded  Ureas  sueh  ao  Appalachla.  Ttte  unfortunate* economic  conditions  In 
Fresno  are  masked  behind  Fresno  County's  status  ao  the  patlon^s  richest  agricultural 
ciDunty."  * 

This  is  the  environment  In  which  some  Of  thc'natlqn's  Ikrgeat  corporations 
^nd  financial  institutions  dominate  the  ecdnom'lc— and  ^  social — reality.  One  could 
name  , the  largo  Insurance  companleo  and  the 'Eastern  banks  which  are  financing  coq- 
jglomcrates^and  "vertically  Integrated"  ventures  In  agribusiness.  Insurance  coftpanles 
'  sueh  as  Prudential,  to  give  an  dxaftplo,  finanelt  many  of  the  transactions  iSiplvlng  / 
I  the  purchafl6|of  agricultural  land*  This  Ic  an  arQjfi  which  certainly  neiMs^  more  study/ 
The  Center or  Kew  Corporate  priorities  ^las  chosen  to  concentrate  Its  reaearfin 
to  date,  however,,  on  pome  of  the  footl  packers  and  processors  which  offer  financing 
to  farmers,  and  oW  Bank  of  Amorlca,  the  Jiargeet  financier  of ' Calif ornla  agriculture. 
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Bank  of  Aiiierlc«:^rovlde»' over  50  ptt^^nt  of  the  itate'fe  agricultural  cr«dlt» 
aaountlng  ta  ^l.S'-bllll'oti  ln'l970,  Ita  truat  departnent  operatea  100,000  acrea  In 
tha  San  Joaquin,  Vall«x»  Co»panlea  having  director  lnterlock8"^lth  pank  of  America 
&/€X.  tha  paat  fifteen  yiara  ofwn  nearlj^  a  million  acrea  of  Agricultural  land  In 
the  San  Joaquin* V«llejr»  about  one-forth  df'the  total  agricultural  land.  In  recant 
yeara,  aaveral  Bank  of  Airtrlca, offlcera  have  ♦been  California  atate  agriculture 

officials  at  the  aanc  time  thtoy  were  employed  by  the  bank-^partlcularly  the  dlrtc- 

/■■,-■, 

tora  of  tha  California  Department  of  Agriculture  under  the  admlnlatratlnna  of  both 
Brown  and  Reagan.  The*  administrator  of  the  federal  farm  aubaldy  program*,  Kenrteth 
.  ^'E.  Frlck, 'haa  his  land  held  in  a  Barik  of  America  trust.  j  , 

'  I  cite  these  things  to  give  you  an  Idea  of  the  position  of  the  world 'a  largest 
bank  In  California  agrlcultuJir.  Its  policies  have  a  profound  effect. 

'      S&  do  the  credl^  policies  of  the  f ood"p^ccs8ora  and  packers,  which  have 
been  able  to  Exercise  greit  leverage  In  determining  market  prlcea'and  ^rop  aup- 
/pllea.  ThcSQ^comj^nlea  range  from  small  conrcunlty  packing  houses  to  ^uge  concerha 
owned  by  corporations  like  Tenneco  and  Del  Monte. 

We  have 'defined  four  areas  In  which  bonks  and  food  processors  are* having  con- 
Sldcrdble  negative  impact  on' rural  life  In  California.  The  flrat'la*  the  aup^ort 
by  banks  of  the  trend  to  mechanization,  without  any  consideration*  f oir  the  effects. 
The  Second  Is^  bank  ^participation  In  fln(inclng  the  Stf to, Water  Project-*-and  lobbying 
for  It.  Jhe  yilrd  Is  the    potential  Influence  of  glpjntlc  tru^t  holdings.  The 
fqurtti  Is  the  credit  policies  of  banks  and  packers,  and  their  Impact.  The  emphaaia 
will  be  placed  on*  this  fourth  area,  credit.  ' 
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1;  Mechahlzatlon 

The  trend  towards  aechahlzAtlon  U  flrnly    ttt  In  California  at  a  rata  faatai? 
thin  anyplace  alia      the  United  'Statea. ^Though  «uch  of  the  reaaarch  and  davalop^ 
•ent  evcfga^  f ro«  the  Unlveralty  of  CaXlf ornii*  at  Davla—we  could  call  It  taxpayar- 
iubaldlxed  reiearch        the  large  growerj—a  algnlflgadt  aawurit  a^ao  com  f ro« «  ' 
private  corpora tlona  which  are  financed  by  the  big  banka  interaated  In  saelag 
their  largeiTcil^oneri  becoBMs'  *'i»ore  bankable"  through  Increaaad  afflelancy*  I.aiaatlott 
this  trend  became  together  with  the  banki*  iupport  of  the  Qalifomia  Katar  Projact 
credit  polic 

a 

jec^ona. 


and  their  credit  poTieic a,  It  la  a.  trend  that  i»eana  mora  rural  poyarty.  ^Thla  a 
to  have  eacaped -the  bgnka,  which  were  alnipiy  Interaated  In  aalaa  asU  prof IJr  pro- 


The  toeato  harveater  appeared  in  Cal;lf ornla  In  19^1;  *>5%  of  the  atate'e  towato 
harveat  (and*  50%- of  the  U.S.  productton)  la  now  Jiarveated  Mechanically.' Machaaliatlon. 
haa  of  courae  alao  begun  %o  affect  grape  production  aa  well.  In  lH9t  l*9X  oi 
Freano  County'a  wine  grape  harveat  (of  e  total  of  n,800  acrea)  vaa  harveated  by 
mtchlrw;  the  figure  rose  to  17.5%  in  1970  and  probably  between  28%  aikl  47%  laai 
,    year,  TRW  Corp*  repsyrta.  /" 
/  The  unlversitlca  and  private  firm*  which  have  contributed  Itt  reaearch  and 

development  of  the  looato  harveater  and  grape  harveater  Include  the  folloi^lng:    ,  •  „ 
.  Unlveralty.  of  Caltefirntitv  Davla  y 
Unlveralty  of  Michigan  '  » 

Unlveralty  of  Florida 

Unlveralty  of  Maryland  *  ^ 

Blackweldcr  Manufacturing  Co.,  Rio  Viata,  Calif. 
Hume  Co. 


\  Black 
1  H.D. 


Food  Manufacturing  Corp. 
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Button  ^t^uficturlng*t:o.       ^  •  ^ 

Thft  two  principal  cntititt  in  the  devalopiltnt  of  the  tOMto  harv«st«r  'were  VC 
D«via  and  Blackualdar  Kfnufacturingr       .  / 

Of  tha  Hbtal  attount  apcnt  ($a.3<^illion)  in  R  &  D  for  the  toaeto  fiarvaattr, 
*$2-«lliion»waa  by  private  £irm,  including  about  $A90,000  by  Bl'aclcwelder,  Black-  j 
walder'i,  activity  in  developing  the  barveater  vaa  financed  ^  Crdcker-Citi«tna 

S  ■  1  ■ 

l«iik.  We  have  been  unable  to  calculat|>  to  vhat  extent  th«  Bank  of  Anarica  tjaa 
been  Involved  in  financing  mechanization,  but  we  vere  aaaured  by  Bank  of  >Mrica 
agricultural  econoi|lat  John  Knechef  that  Bof A  haa  been  lending  money  to  eoMpaniti    *  ^ 
doing  reiieatch  ^»ij|ichanixation  in  proportion  to  "how  buainesa  haa  attpptd  up  In 
that  field."  Kneifrcl  explained  the  rationale  behind  BofA*«  aujiport  of  iMclianiXation: 
"The  inducement ■  to  m4k«  loana  ar^e  found  in  the  profit  a6d  loia  jittttmcnti  of 
fan»er«t  It  is  an  economic  inducecent,  tim  only  inducement  we  r^cgnite.,.by  in- 
creaaing  j:heir  efficiency  (through  mechaniaiation) ,  such  corpaniei^  (large  f armera) 
ire  rakinis  thcinaelvca  more  bankable.  It  gives  them  acceaa^o  more  credit." 

Cuch  logic,  unfortunately,  operates  in  a  void  of  any  infiirmation  about  the 
ultimate  social  effect**  Gchmltjs  nnd  Cccklcr,  in  r^tri>«pect,  have  el^lmated  tha 
costs  of  the  tomato  harvester  In  displaced  wages  to  amount  to  $42.9-minion  per 
year  byfwj.    Cicilarly,  it  Is  cstic3atcd  that' the  grape  harvester  will  have 
displaced         workers  hy^  1973  wi({h  a  resultant  loo©^  of  $1^7-mlllion  in^  employmtnt  • 
Inccme.  Although  California  bank^  abound  with  respeeced  agricultural  eccnomlata, 
none  of  then  seemed  to  have  rcailscd  that  these  costs  would  be  borne  solely  by. 
tho  displaced  vorkcro.  They  asauffcd  that  somehow,  county  and  state  reaourcea  would 
nop  up  the  mess.  In  addition,  we  have  <ieard  from^  banker  a  that  the  ^ew  Job*  brought  ^ 
by  automation  would  mop  up.  the  unemployed;  in  fact,  the  new  opportunitita  offered 
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br  ••chanlxatlon  will  tmomt  to  only  cn^-£ourth  thf  nuirijcr  of  dlfpl*c»d--«od  th«rs 
<i|hould  ba  no  M9\jmpt±(m  thac^cha  dlaplaecd  Vlll  gat  flxat  ahot  at  thaaa  nvw  jc^B*  / 

II,  California  Vatar  ProjaCt  ^ 

Tha  California  Watar  Projtct,  a  grand-icaltf gift  to  largt  itowari  ftO«  Clue-  ' 
payera  and  bankip  »ay  hava  lan  evan  awra  profound  iff  feet  on  rural'  porarty  thaii 
•tchanlsatloo.  AKlda  fto«  ita  acologlcal  Impact  and  tha  aubaldlitd  witar  It  daliyara 
to  Callfotnia'a  larjMt  limdownara,  the.Watar  Project  »ay  wall  ba  a  klJUng  blow 
to  iMll  far«ara  on  the'ttSt  Sid  a  of  tha  San  Joaquin  Vallay.  /  ^ 

It  brlnga  watar^Co  tha  Weac  Sida  of  tha  Vallay,  Incrwlng  acraaga  In  production  , 
there,  ao  wuch  acreage  In  fact  that  there  1$  likely  to  be  «  critical' oireraupply  ^ 
In  a  number  of  crope,  forcing  .the  avail  feraer  further  into  hle^oet-prlce  tallapln: 
There  le  a  logic,  however,  to  the  Watar  Project  to  the  benka^end  groware  which 
aupported  lt»  Benk  of  A»erlce'e  big  frlende  cen  ebeorb  the  lower  prlcea  f^r  a  feiW 
'yaera  while  their  aneller  co«petltttre  go  under. 

Benk  of  Aaerlca  and'rtnkera  Truat,  New  York,  wene  InetruiMtntel  In  the<^f Inanclng  of  ^ 
>><|ie  Weter  Projects  BofA  underwrote  at  leaat  $600-ellllorfe  In  bond*,  and  hii  been  ^ 
puehlng  the  project  alnce  Its  Inception*  The  bank  hea'aeld  alwply  thet  tht  Calif oml* 
Aqueduct  would  bring  uore  joba  to  the  Weat  Side  of  the  Velley— e  •te<;«»enfc  in  ^ert  ^ 
true»  for  the  new  ecreege  imffcr^prGduCtlOTi  t!rer«  nill  be  deyoted  to  more  labor-  4 
intensive  cropa.  |ut  egeln,  the  net  effect  aeera  to  heve  eaeeped  the«« 

In  the  firat  piece,  the  new  gelns  in  enployment  ceuaed  by  the  Water  Prdject 

will  be  wiped  out  by  ncchenlxetlcn  In  the  yeera  .folloving  1975,  In  tha  aecood  plece» 

t        *  • 

•there  la  the  prlce-aqueezif,  Ulraed  at  anall  far»eral  * 
t  *  • 

The  predicted  prlcc-aquceste  can  be  expleined  very  alifply  In  Ccraa  of  over- 

production.  The  Glenninl  Inetltutc  predicta  thet  there  will  be  one  milion  actaa 

of  e4dltlonel  lend  brought  Into  production  due  to  irrigetlon  In  Celifornia  by  1980, 
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two  ■lUl<m..cr..  by  2000.  Much  of  thl.  land  (330.000  ict.!  by  1990)  /.  m  eh« 
WMt  Sldi  of  eh.  Sin  Joiquln  Valley.  Du.  tp  th'i  r.Utlvtly  hlih  cO«t  of  H.ur  Pro- 

"'Q-  <  °t  tb.  Uct  th.t  grower^  «.  not  p.yln,  th.  fuW  prlc.  )  . 

only  c,^,in  crop^-thoi.  with  .  hl,h  .nough  "ciih  v.lu."  to  pay  for  th.  wt.r-- 
win  b.  ilintwl  th.r.,  princlp.i;y  y.g«t*blci,  tmu  and  miti  (th.  to-chii 
".ptci.lty  crop."),  for  <x.>plc.  th.  Mat  sld.  Will  prob.bly  pi.nt  m  «ldltlon«l 
173,000  .cr<.  ot"hiih  v.lti.  crop."  by  1980  and  285,000  acre,  by  I9W. 

In  Waatland.  Watar  Dlitrlct,  whar.  Bank  of  Africa  offlc.ra.  advlaora  and 
cuttoMra  control  one-third  of  th»  Water  Dlatrlct' aeata,  115,000  actM  will  b* 
put.tinto  iptcUlty  cropi  by  1990. 

since  CUfornl.  produce,  fro.  90Z  to  lOOZ  of  .ome  of  these  tyop.,  th.  imr 
pUcatlona  ar.  clear.  Ihera  will  be'  overaupply,  or  'wha^  tha  Glannlnl  Inatitut, 
call.  "exc...  .cre.ge."  By  1980,  th.re  will  be  .n  .xc...  of  76,000  .cr«.  of  tr.. 
fruit, -nut.  juid  gr.pe.  .nd  5X,000  .ere.  of  veget.bie..  One  way  of  looking  at  tfal. 
la  that  over  80  percent  of  the  new  acres  on  the  Waat  Side  will  ba  exclaa. 

According  to  the  Institute,  iht  price  l.^""  would  be  conalderabla:  d.clduou. 
fruit  price,  would  decline  S  to  7  percent,  al»ond  prlcei  4  to  9  percent,  grapea 
9  to  12.percent  and  orangea  2  to  4  percent.  Given  paat  experience,  little  of  theaa 
dacline.  will  be  p.ssed  on  to  the  consumer.  '  , 

The  Ut|«  fi»r|H.r.t«  growers,  especially  thoee  with  con.lder.ble  non-fan. 
meow,  can  abaorb  these  price -decline,  for  s  few  yesr,;  the  swli  coiipetltor  csn't. 
TRH  Corp.  puts  the  Issue  note  bluntly:  ' 

It  ehculd  be  noted  that,  given  the  structure  of  corporate  strleulture  and 

'     on't.rSest,°r3:'fri'  "T"  1.  -PO  en  isJ" 

on  the  westslde  for  <  serious  effort  bcliig  tudo  by  corpocste  sgrlcultursl 
Interest,  to  drive  Independent  f.recrs  on%he  easisldc  of  the  vlue,  o". 

.^osrf"?'.«:r:n«r':''5;,;'r^',''  "^^^-Itur.l  mwr^tS"  ikmg 

«  108*  for  .everal  yc.ro  which  they  .re  able  to  .bsorb. . .therefore,  .llowln« 

.  iSciJtSre  '  °"  »"1ivldu.l  f.r«e^ri„ir  ' 
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Which  grow«r«  «r©  Involved  In  «i»«(.l«\ty  crop»?  Ttnntco,  wntr  of  Ktttt  Cotmty 
Utid  Co.j  ht«  thousand*  of  tcrM  of  dtrua,  ia»ond«  aad  ttspss;  Kalstr  Aluidnwi 
la  tha'^worldU^larga/t  productr  of  walnut*. 

fsrhapa  Bank  of  AMrlca  41d  not  antldpata  this  af fact  of  vatar  on  crop 
^latrlbutlon  and  prlcta.  But  not^colnddantally.  tfc«  bank  la  Inttrconoactad  with' 
a  nurf>«r  cf  banafldarlta  of  tha  Watar>roJact.  In  Waatlahda  Wattr  Watrlct* 
aa  tha  following  chart  atiowa,  BofA  "f rltnda"  hava  rtcalvtd  a  Xarga  pubUc  aufealdy  . 
In  land  value  fro«  tha  Watar  Project,  calculated  at  $300-'an-acr«  Incraaaa  <fro« 
Irif or»atlon  In  Land  and  gowar  In  Calif ornljl)  2 


l^-i  :  ■  — ▼ —  

Subaldlca  on  Land  Value.  Vtatlanda  Water  Dlatvlct 

grower 

acreage 

• 

Subaldy    Increeee  ^ 
In  lasA  value 

Wa,  J,  Oeel  (Bank  of  Aacrlce  ] 
'  Agrlculturel  Mvlf  ory  Boerd) 

9,852 

$2.9$-iilllion 

Xuaeell  Glffen  (Bank  of  Aaerlca 
cuetomet)'  ^  * 

45,159 

13.50-«llllon 

South  Lake  FerM  (Barry  ff*  Baker » 
Bank  o£  Aacrlce  director) 

10,335 

3a0-«llllon 

Standard  Oil  (R.A.  Patereon, 
Benk  of  Mierlce  tmd  Scenderd 
Oil  of  Cellf •  director) 

10,474 

3.14<^llllon 

'  In  eddltlon,  Getty  Oil  Co..  whoa t  boerd  ofL  dltectore  Indudee  Benk  of  Anerlca  dlrectote 
G.r.  Getty,  I^ule  B.  tundborg  end  C.J.  Medberry,  will  put  30,000  acrae  of  new  lend 
into  production  becauee  of  the  Water  Project.  th«re  are  clher  Interlock*  with  ^ 


Weter  Prolect  beneflclarlea  lletcd  In  the  Appendix^ 

More  liyortently,  BofA  offldele  heve  been  lobbying  for  the  project.  To  give 
you  juet  one  example,  the  benk' a  Senior  Vice  Preeldint  Alen  Brown  publicly  becked 
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ProiJo'kltton  7  In  1970  to  ball  th«  project  out,  IPropoiltion  7-r«li«d  th«  belling 
for  bond  Inttrcit  6n  mil  itate  bondi,  /,fct  ■  time  when  California  had  $600-miUlon 

•  -in  unaold  Water  ^jact  boodi.  ^ 

i  think* the  aboya  exa^plci  five  you  a  hint  ■■  to  why  the  world'e  larsait  bank 
VBB  backing  the  Water  Project.  - 

nz.  Truat  funde 

•  The  third  area  of  concentretlon  of  egrlcultural  power  U  bank  truat  funde,  I 
nentlon  It  prl«arlly  becauae  the  ecant  facte  that  we  have  Indicate  there  le  an 

•  abnonaaX  concentration  of  power  which  at  the  very  leeet  hlndere  tepreaentetlon  of 
the  public  Intereet  In  declelone  about  egrlculture.  * 

UtVa  take  two  exa»plee.  MiCBt,  Bank  of  Africa  operetea  100,000  acree  of 
agtlcultural  lend,  with  en  aggregate  production  of  $2-«llll(m  per  year  In  the  San 
Joaquin  Valley.  In  all,  Bank  of  ^rlca'e  13,7-bllllott  (1970  figure)  truat  hdldlnge 
Include  alMat  half  a  billion  dollare  In  reel  eetete  end  Mortgagee.  %  elaply  aek 
what  ate  the  Inpllcetlone^-for  farm  lebor,  enall  farMrs  and  poverty^-of  euch 
laMcnee  land  holdlnge,  If^the  »anagere  of  the  true^  funde  are  aleo  In  effect  repre- 
Bcntatlvee  o€  lerge  egtlcultural  Intcreete?  ,  , 

Second,  the  atock  holdlnge  of  the  major  banke*  truetifunde  could  have,  e  elgnlflgant 
lijpact  on  the  coiirea  of  egrlculture.  One  of  the  truet  funde  fot  which  we  have 
^atockholdlnga  lleted  le  the  Bank  of  Aiwrlca-Glannlnl  foundation,  Thle  foundation,, 
aa  of  the  beginning  of  1969,  owned  eheree  In  Del  Honte^  Bank  of  America^  (  SA, 
Pacific  Gee  L  KleCtrlc  end  Standard  Oil  of  California,  to  name  a  few'  companlee  which 
are  heavW  Involved  In  California  egrlculture.  Another  elmple  queetlons  If  thle 
pattern-^tr^ontlnued  through  the  $1.9-bllllon  or  more  In  BofA  truet  dept.  etock  - 
hQldlnge^  le  It  likely  tl»t  any  policies  not  promoting  the  welfere  of  theae  corporatlona 
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would  1i«  fmcm^d  by  Unk' AiiMiric^^^ 

"  ^.  .       f  ■ 

*.  ■  *v  •  .  ■ 

X  ft«l  th«t  thf  •vallabillfcy  of  cr«dlt  la  thi  •l«*flt'  thing  now  which  could 
r«vlttlli*  rural  fraaa.  Tl*  Wattr  ftojtct  la  al«oat  co^latad»  tha  affacta  of 
«tchani«atlon  h«va  btgun  and  «ra  parhipa  Irravtrnlbla.  Tat  tha  banica  atllX  hava 
tha  opportunity  ta  adjuat  thalr  ewdlt  pollclea"ln  agrlculturt»  it  thay  accapt 
that- It  la  tbod  for  agrlcuftura  In  tha  long ;run>  and  If  thay  art  proddad  to  do 


ao« 


V    Thaf a  la  m  l«portant  raaao^  why  It  ia  l«pat*tlva  now  to  maka  avallabla  »ora 
raaioi^abla  production  cradlt^-tha  anniflil  loana  naedad  for  planting,  ''f artlllxy, 
pruning  and  harvaa ting-to  aMll  ian«ra.  If  preaant  a»alX  faniara  do  not  havt 
adaquata  cradlt,  iihan  thay  will  cartalnly  go  under^  and  no  ona  but  th«  waalthlaat 
It&lvlduala  and  tha  iorporatlona  can  raplaea  thw,  btcauaa  ot  tha  axtrcMily  high 
coata  of  purchasing  land  and  equlpnantr  In  JlffSO,  avtraga  fax»  alia  waa  260  acraa 
and  averiga  cApltal  lnvtat«ant  $«,000.  By  1969,  tha  aUa  had  rlaan  to  616  agr#a 
and  lpvaat»ant  to  $327,000.'  whlla  far*  alia  had  Incraaaad  two-and-a-half  t4«aa, 
InvaatMUt  roaa  20  tl«€*.  Another  way, to  put  It  la  that; capital  Iwraat^nt  ha« 
rlaan  about  aijht  tl«aa  aa  f«at  aa  fari^licoiMi.  Ona  f Ar»«r  told      ha  had  jvat 
Inveated  $57,000  to  plant  37%  aer«sa  of  cttrua-a  vary  a»aU  far«.  In  abort,  nm$ 
antry  Into  California  agriculture  la  cloaed  for  tha  a^All-  Tha  onaa  who  atlll 
axlat  Bay  noSi  unlaaa  production  erad^lt  l^ooaana.^ 

^  Tha  tmaU  T»r»ar  la  at  a  daf  Inita  dlaadvantaga  In  |>roductlOtt  f ltt*ttcln|»  Kach 
year  ha  will  Mtd  funda  fo/hla  pra-hatveat  an4  harveat  coata  (priming,  fartlllawa, 
peatlcldea,*i)urchaaa  and  »alntenanca  of %qulpa«nt) .  In  Callfofnla,  thla  coi-i^to 
an  avarag*  of  $60,000  for  a  6^6  acre  farm,  Including  auch  lta«a  aa  d^radatlon, 
taxea,  mtartat,  ate.  An  Indication  of .production  credit  needed  annually  la  glran 
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.by  th«  foliowlnt  chart,  cowplled  fro«  Uhlverilty  ojt  GaUfornli  trwS  Cillforola 
,  Dtpiirt»«nt  of'Ajrlcttlture  flgurei. 


AHHU^L  PRODUCTIOK  COSTS 

**  • 

i 

crop                     '  * 

prcharveat  cash  &  labor 
(coat  per  acre) 

total  production  co<t 
pat  acre 

tmp^xov,  grapei 

$  303.48                 *  ' 

<t  532.09 

thospfott^ieedleai 
grapet 

191.23 

*    364.45  (axcapt 
harvaetlng)^ 

Havel  oranfci 

sao.oo 

616.03  ''^ 

Cardinal  peaches 

,  615.83 

1215.36  . 

*    For  auch  cojita;  the  farmr  liaa  only  a  feu  alternativea  for  credit  (If  he  la 

not  large  enough  to  generate  Internal  fltianclng).  He  can  go  to  a  private  cd«Mrclal 

bank,  to  the  Production  Credit  Aaaoclatlon  (a  national  lending  cooperative),  or^j. 

to  a  packing  houae  or  foo^  proceaeor,*  ,     •  » 

The  Fara  Credit  Service  calculates  that  ahort  and  Interiiadlate  cr«dlt^<it  • 

pre-harveet  and  harvest  coats,  and  equipment)  In  Cnlfced  States  agriculture  cowes^ 

fron  the  following  sources: 

^  Coanerclal  binJcs.....  ,  38. Zt 

Production  Credit  Asaqclatd'on  at^ 
Xntemedlate  Credlt'Bsyks  ^  17.4JC 

Dealera  and  Individuals  <lncludlng 

packurs  and  proeeasots)  '.....•.4U5X 

f arnera  lHom  ^Adalnlatratlon   2,9% 

•        So«e  of  the**6ptlonB,  however,  arc  closing,  Tlie  trend  Is  briefly  as  follows: 
the  large  banka  aro  cutting  back  on  production  loans  toostaa^  far«s*  The^Productlon 

^3  ■  '  ^^^^ 

JO 

^^  ---^        •  ■        ;  • 

/  ■  .  •     .  ■ 


Ct(bdlt«At8oi;iatloxi  1»  pot  «a  adequate  .option  for  the  many^reatrictloM  iti  putp' 

*  ott  loans.  Therefote,  ^he  sinaU  f •riK'^  inust-go  Co  a  padcer  or  procewor,  vhere  ,^ 
-be,-ia  put  at  a  narket  dioadvanUge./Ho  wonder  he  faiU,  Fresno  bankruptcy  records.  .  . 

sHbv  that  most  Small  Carina  solng.yn^d^^^^  5k 

\\AL^q  look  at  hc?w  this  squeeze  works  in  more  detail.  "  .  * 

'  'Commercial  banks  have*  tradit/onall^rofvided  financing,  but  ifi  recent  vyeats 

/the  avallaijlllty  of  credit  for, small  fanners  hast. declined.  The  Hank  of  Aaerlqa,. 
.  ■  ^  /  '      ■        ••■         ^     '  .  - 

Which.  pr<y^^d«8  $800-milli'on  to,$ir;blll^6n  In  production  credit  each  year,  has  in 

.   /         ■  ^         •  '  V    <,  ■ ,     .  L  • 

Its  own  w6rdB-  "taken  a  hard  look"  at  loans  to  small  faraerr,  BSiik  represent  stilts 

*  tek  us  that  those  who  have  been  ^nanced  by  the  Bank  of  America  in  the  pa^t  will 
have  "moderate"  difficult^r  in  getting  new  loans,  and  farmers  who  have  not  haen/ 

*'flnan<ted-tiy  BofA  ^/ill'have  a  'Very  difficult"  time  getting  a  loan. 

tKe  reason  given  by  the  biinks  for  discotiraging  -  Vans  to  small  farmers  is  that 
siikll  farms' are  lass  efficient  tUn  larijfet  growers  and  therefore  are  grSater  rllks. 

*  This  fs/brtit  a  clrculai;  argument: "they  are  greater  risks  because  they  can't  g;at 

^^equate  credit.  ^  ^  . 

^'       for  a  nuinber'oi  signifigan^cxyjps  in  California,  such  as  grapep,  citrus,  nuts 
or  even^cottbn,  the  small  faifmer  ought -^o£  to  be^ln  an  unfavorably  position.  His 
cost  per^tpn  and  yield  per  acre  are  often  better  than,  larger  growers,  /and  are 
ulyally  as,  go^/Conve'rsly,  the  alleged  "ef ficieiviy"  of  the  largest  growers  is 
something  approaching  a  hpaxVRuSseil  Giffen  and  J.G.  Boswe^X'are  getting  «iiple 
credit  because  they  cajj* manipulate  land  to  get 'maximum  federal  subsidies  and  because 
their  water  and  mechanization  are  subsidized*  It  is  clear  to  us  that  ef f icienc^r^i^ 
and  inefficiency  hive  nothing  to ^  with  the  availability  of  credi^ty  .  ' 

I  would  ;llk^  to  relate  an  anecdote  told  to  US  by  Bank  of  America  trust  r|^f  11^^^ 
V,    It  puts  into  perspective  just  what  ample  credit  could  do. 
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•  5eyeral  ye«ra  ago,  an  elderly  farmer  and  his  wife  both  dl^d,  wHllng  their 
1000  acres  of  cotton  and' other  crops  to  Bank  of  Aiaerica'a  triist  departitent,  under    i  ' 
the  i^ondlUotts  of  the  mortgage.  The  trust  officer  said 'that  this  farm  'Vould^tave- 
gohd  Iitokrupt:j4i^^  receiving  the  prdipertyv  the  bank  put.  its  owd  money 

Into  the  f ami/^liit^^  the  coup^le's  soa  for  $'?.000  pir  year,  and  Ixi  two  yeari  put  ' 

ff-     ■  -'r-f'-"  '  '       '  ■  *  •  * 

the  farm,  in  tfic;i^lack.  Thla  year,  the  bank  trust  'officers  say,  the  farm  will  turn 
'  .    '  •     ■  ■  -  •  •   •  ■' V 

«  profit  of  several  thousand  dollars;  this  will  climb  to  many  times  that  within 

bother  year  or  two.    This  seems  to  say  that  a  few  other  farms  might  be  brought 

from  the  rie^-dead  ylth  adequate  credit.      *  '  *  ^  ' 

^-       Banks  have  seyferal  pollciejs  whlcbvfaypr  their  larger  customers.  One  Is  the 

ca^over  of  ^roducttton  credit.  Wien  the  pI^oduction  loan  Comes  due  each  year>  the 

bank  has  a  choice  to  carry  It  over*  to  the  next  year,  or  foreclose.*  Foj.  its  JlargeY 

^customers,  such  as  Russeli  Giffen,  owner  of  45,000  acres  In  Westlands  Water  District^ 

.  the* bank  usei  the  carryover,,  and  grants  him  faew  .credit  as  well.  Giffen  ha^  been/  " 

■  .     .  -      .      •  .  .  ^     #  '.    .  ; 

alleged  to  carry  over  several  "hundred  thousand  dollars  in  indebtedness  be'eause, 
according-  to  the  Fresno  tjrust  officers,  the 'liank  cftnnot  "aAord"  to  foreclose  on 
^  him.  However  they  show  no  reluctance  to  foreclose  on  smaller'*  farms  whose  debt  may 
•be  one-tenth  that  of  Giffen*  Perhaps  the  message  herej^s  that  inefficiency  and. mis- 
management ,are  to  be  rewa;rded  if  it.^  done  on  a  grand" enough  scaje.   '  > 

Bsnks.  can  also  favor  the  larger  growers  through  the  ^Vfixlmum  lndebted»ess"^ 
which  they  aet^as  a  requirementt  f or  loans.  A  certain  portion  of  the  farmer's  property  \ 
'  must  be  free  of  indebtedness  in  order  to  qualify  for  a  loan;  the  banks  adjust 

this  percentage  according  to  size,  anil  thus  can  easily  exclude  the  smaller  farmer-  ^' 

Production  Credft  Association,  a  national  lending  Cooperative,  is 'an  option 
with  ^prohibitive  restrictions,  accotding  to  some  farmers  We' Intervlojed.  tCA* loans 
are  more  restrictive  than  bank  loans:  the  farmer  must  use  his  loan  only  fot  pre- 
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hMVeat  ind  harvest  costs  ^  PCA  «Uo  off  ere  «o»einteniiedi«te  credit  for  purchMC 
of  machinery  such  aa  tractors.  The  coat  of  auch^cr^dit  is  uaually  cma  to  two  per- 
cent lower  thsn  bank  credit,  but  the  farmer  ia  held,  to  a  tight  aijnual  budget*  . 
aince  loans  are.jrsixted  in  increments,  Finiilly,  the  farmer  nwst  m«et  a  ma^mtiA  ' 
*  indebtednesa-per-acre  requirement.  For  vineyarda,  *'a»  an  ejiampXe,'  this  ^Kmnts  to 
$900        sere  maximum.  * 

Becsuse  of ,  PC^*nd  bank  rea  trie  tidns,  many  small  farmer  a  are  left  with  only 
one  altfemativfe.  nsickeft  and  processots*  Both  aroaller  locsl  pscking  houses,  snd 
much  larger  concerns  owned  by  conglomerstes—^suCh,  M  the  Del^Rejr  pscking  house 
modernized  by  Tenneco  Isst  sunnier  for  $A50,000--roffer  tuch  crfedit.  The  Fresno  City 
and  County  Chamber  of  Commerce  iista  the  following  number  of  t»«cker#  and  proceaaora 
(for  fruita,  vegetables  and  cotton)  in  Freano  Coynty: 

cotton  ginning  and  compreaaing  7 
fruit  and  veg;etable  packing  12         *     '    ^  . 

fruit  and  vegetable  canning  -  4^ 

dried  fruits  and  vegetablea  16 

'  frozen  fruita  and  vegetablea  ^  3  * 

-1  fresh  fruita  and  vegetables  .      34  • 

The  farmet  has  two  schemes  f  or.  psckin^house  finsncinj^  avsilsble;  both  put 

him  St  s  market  dissdvsntsge,  snd  both  could  csuse  him  to  fsilr  The  first  Is  for 

the  F«cker  to  lend  to  the  fsrmer,  using  the  crop  for  security.  Such  loans  ususlly 

csrry  interest  chargea  one  to  two  percen^  higher  than  the  bank  rate,  and^  In  aoma 

casea  it  ia  apecified  in  the  agreement  that  the  intereat  rate  Is  one  percent  higher 

than  the  prevailing  Bank  of  America  rate.    For  the  fsrmer  there  ia  S  dissdvantage, 

namely   the  fact  that  fluctuations  in  pricea  will  greatly  affect  his  ability  to 

repay  the  loan*  Since  ^he  packing  houae  negotiates  the  prices  st  which  crops  will 

be  fold  to  marketing  outlets,  thi  fsrmer  may  not  benefit  much  at  all,  and  may  in 

fact  end  up  owing  the  packing  hoUse  money  at  the  end  of  the  year  in  the  event  that 

hi*  income  doea  not  cover  the  packij|ig  coata.    A  the  preaenC  market,  aiich  price 
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.  aquiez^  have  been  increulnc.      "  / 

•The.,econd  .chene  l.^tor  the  packing  house  to  otfcr  the  firmer  .  gu.r.nteed 
«>lnl««  price  «t  the  beginning  of  ttif  .e,.on'for  hi.  crop,  .nd  glv.;  h*,  .  n'o-  • 
intere.t  .dvence  oa  the  f^^t,  to  cover  p«-harve.t  end  herve.t  co.t,.  Theoretic^,, 
thl.  .hlft.  the  rl.U  of  price  fluttuetlon.  to  the  pecker.-  If  the  «rket  >rlce  .t 
■  h.rve,e  tlie  1.  gre.ier'then  the  price  .greed  upon,  the  packing  hou.e  tj^e.  the 
dlfferencejlf  the  price  1.  lowtr,  the  packing  hou.e  will  iuffer  a  lo..l  But  th« 
.determining  factor  here  la  the  choice  <,f  the  price'.  Vaually'lt  1.  of  fared  by  the 
,  picking  hou,e  and  not  open    for  negotiation;  It  la  often  cloae  to  the  lo»eat  prj 
for"  that  crop  in -the- previous  year,''        ,  •  4  " 

The  packers  fcan  alao  use  their  credit  leverage  to  dictate  .ujply.  'tet 
glv^  .n  e«»ple.  Several  years  ago,  when  wholesale  peach  priced  in  the.Sa^o^^uln 
Valley  were  high.,  Del  Monti  began  offering  incentive  ■financing  to  f armerji^^hp  "o"" 
increase  thelt  acreage  of  peaches.  The  result  1.  now  b'eing  felt;  a.  th*M  new  plant 
ing.  matured,  there  developed  an  over.upply  of  peaches,  drivln*  downi 'the  whole-!  . 
•ale  price  which  Del  Monte  pays.  Retail  prices,. however,  h^ve  not  dropped  propor- 
"tionately.  Because  of  this,  the  over.upply  is  no  problem  to  Del  Monti^  .4t  the 
farmer  1.  .tuck  with  exce.s  plantings  of  .  permanent  crop,  and  low  prlcrfa. 

Of  cour'.e  Qncjl  the  f.rmer  is  In  debt  to  a  processor,  he  may  not  be  able  to  ' 
go  elaewhete  for  credit., The  cycle  could  very  well  end  with  his  going  bsnkrupt. 
«nd  not  becauae  of  any  inherent  inefficiency-  simply  because,  of  .i?e.  ' 

/   The  cause,  of  poverty,  rural  unemployment,  farm  bankruptcies,  .  a.  you  can 
see,  are  pretty  complex.  It's  almost  hard  to'define  who's  responsible,  and  whether 
in  fact  the  financial  institutions  really  sh.re  th.t  resppn.ibility.  But  in  this 
case,  ignorance  is  not  .  defense.  If  you  are  impressed  like  X  am  with  a  sense  of 
pessimism  and  futility  about^the 'f uturo  of  rural  C.liforrila,  you  might  be  amaied 
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at  thl»  dloctuBtnt  publlthed  by  Bank  of  Ancrlca  In  1970^    "FocUt  on  Freino  Cemtity.** 
According  to  thlt  paipphlet,  there  ire  no  «aj'or  ptoblena  Ifl  tht  Central  Valley, 
at  leaat  Lone  which  the  Iziyettor  ouaht  to  be  concerned  about.  It  eeya  here  that  o 
esploygetit  la  solng  to  (o  up^Clmt  f alia, to  nention  that  It  wllX  parallal  contlnuins 
farver  arid  farm  worker  unenpl^yaent)  t  1^  «ay«  that  ther^f^^  will  be  Induitrlal  gtovth 
and  that  jthere  will  be  »ore  joba  becauae  of  the  Water  Pfo^fict  (tut  falla  to  nantlon 
th*  pfoblLaa  It  WLll  brlnf)*    The  need  for  Freano  Count^to  offer  job  tralnlhj  and  * 

^  relocating  of  dliplaced  workerl^^s  nentloned  the  aa»e  breath  tfa  ,the  nead  for 
the  counter  to  "Increaae  Ita  efficiency  In  ralalng  jaiit^tcultural  producta.'*  The 
paaphlet  M>urea  ua  that  "iBank  of  America  la  the  bank  that  knowa^^reano  Coynty 
beet";  after  all*  it  haa  '^en  on  the  $pot!' in  22  locatlona  theris^lx  don't  think 
that  the  "Men  on  the 'Spot"  really  know  the  implicationa  of  the  $I.5-bllilott  ^  yw 
the  bank  poura  into  agriculture.  If  the  bank  doea  know,  ^  doea  not  act  with  A 
aocial  conacience.  "  o 

Anyway t  like  other  major  American  corporationa^  Bank  of  America,  haa  a  iray  of 
making  ita  point  of«view  come*  true.  An  agricultural  credit  officer  told  an  inteir- 
viewer  ^jijit  auaaier  .that  the  major  criterion  in  aelecting  which  farmcra  will  get| 
credit  la  'Ve 're  trying  to  identify  thoae  people  who're  going  to  be  around  in-  1980." 
Uellj  now.  who 'a  deciding  who 'a  $oing  to  be  around  in  1980?  Aaide  f  rOm  jitkting  . 
again  that  ita  own  credit  policiea  are  going  to  dfBcide,  let^    lobk  at  A  few  of 
the  people  who *ve -been  deciding^ 'in  the  appendix  to 'thia  teatimony: 

.Earl' Coke,  former  Bank  of  America  officer,  and  Robert  Long,  preaently  A  ba^ 
officer*  are  directora  t)£  the  UC  agricultural  extenaion  which  conducted  reaearch 
on  mechanization , for  lafge  growers.  Jeaae  W.  Tapp,  another  top  officer,  waa  on 
the  Freaident'a  Gdlmnlaaicn  on  Agricultural  Policy,  and  waa  Aaaiatant  Secretary  of 
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Airlcultur.  (U.S.).  He  v..  .Ho  Gov;  BroWn'.  Director /f  the  Cllfornla  D«piirt«tnt 
Pf  Agriculture  when  he  w..  . -baplo  officer .  Uxl  CokeZ.i  R«.g.n'.  director  of  the  ' 
Cllfornl.  Dep*rt«nt  of  Agriculture,  nl.o  coricuWtly  wtth  hi.  po.ltloh  bank 
officer,        v..  «,  iU.l.tMt  Secretary  or Agrlcul/ure  for  the  U.S.  »  veil.  The 
llet  continue,  for  p.ges:  corp.or.tlon.,  offlcl.l /o.ltlon.,  lobbying  Uroup.. 
I  need  .  «.y.no  no  re  .bout  wh.t  the.e  InterreUt/onehlp.  «e«  f  or  decl«lon-«Miklni  ^ 
^  m  .grlculture,  end  vho.e  Intere.t.  .re  belngviepre.ented*    ■     i  '  . 

let*.  t.lic  to  the  l..ue  dltectly:  wh.V/e.pon.lblllty  doe.  .  b.nk  vhlch  l.nd. 
«-.5-bUWDn  .  year  to  agriculture  h.ve..y«t  re.pon.lb^lty  doe.  .  food  prCe..or 
who  offers  credit  h*ve^-tow.rd.  .celng  th.t  ..uA  lo.ti.  don»t  c4u.e  .ocl.l  h.voc,''' 
or  po^^erty?  We  thlrik  th.t  It'*  unfair  for  corpor.tlon.  to  put  {he  co.t  of  their 
poor  or  non-exl.tent  .ocl.l  decl.lon-m.klng  on  the  unemployed/  the  joble.'.,  .nd 
on  the  t.xp.yer.  In^ther  Word.,  financier.- nuet  be  a  "catalyit  for  aocl.l  ch.nge," 
to  borrow  a  phrMe.froii  the  BofA  1970  «inual  report.  (I^.houid  qualify  ifiat  th.y  •  r 
ought  to  be  .  cataiyat  for  po.ltlve  .oclal  chwge,  not  negatlye.) 

The  flrat  mkep  1.  for  the  corporation  to  .cknowl'edge  thit  there  are  .ocl.l 
co.t.;  3of A  apparently  h«»  a  "aoclal  accounting**  irchene  called  "ArltJi^wtlc  of 


<^allty/-but  I  have  not  aeen  It  woifk  In  agriculture.  The  aecond  la  to  do  aomethlftg 


^aubatantial  to  offaet  the  aoclal  coata  already  Incurred;  I  aee  llttla  of  thla^ither/ 
The  third  la  to  anticipate  ioclal^coats  In  present  and  future  pollclea Aji  you  , 
have  aeen  from  Bank  of  Awrlca'a  statemcnta  with  regard* to  credit,  there  la  none 
of  thla  either.  And  I  think  there  Is  flttle  likelihood  that  thla  will  change,  If 
paat  performancea  by  Mcrlca's  icajor  corporatlona.^lve  apy  Indication. 

What  is  the  place  of  the  goVcrnmentyln  all  of  thle?  At  the  very  leaat/ federal  ^ 
agricultural  pollclea  arc  not  exactly  dlacouraglng  the  concentration  of  credit  In 
the  handa  of  the  big.  Banka  arc  lending  to  such  giants  aa  Boawell  and  Glf fen  becauae 
federal  aubaldlea  are  making  them  'Wablc."  I  auggcst  that  a  change  In  fedteral  . 
pollclea  to  give  the  email  farmer  a  chance-^whlch  by  hla  efficiency  be  ought 
to  have  anyway— might  give  Incentdvea  for  banka  to  lend  money  there.  ^ 

Wa  muat  aomehow  offaet  the  ^^emeiiloua  Inertia  of  our     ant  agrlbualneaa 
companlea  add  their  bllllon-dollar  l^ndera.  We  know  what  It  la  doing  to  rural 


ERIC 


•210 


1828 


APPENDIX:  Bank  of  Anerlca  Dirtctor  interlock*  with  AgrUbualnaaii  , 

'\      ;    /        .  ' 

The  f  ollowing  appendlic  doctuaenta  tht  Interlocking  dlrtctorafilpa  b«tH#tn  Bank- 
America  Corp.  (and  Ita  afflllateajl  and  other  conrpanlea  lnvdp.vad  In  agrlbualnaai 
at  the  famdng,  proceaalng  and  dlatrlbutlon  levela,  and  with  public  agenclaf 
and  lobblea  concerted  with  agriculture.  Und  ownerahlp  flguraa  are  Included 
wher^  available;  their  accuracy  la  not  In  all  caaea  aaaurad,  dua  to  tha  limltad 
aourcea  of  eailly  ivalUble  land-ownerahlp  data  ^Including  annual  rapo»ta, 
water  dlatrlct  cowpllAtlona  an^  the  Nader  atudy.  Land  and  Power  In  California) > 

Where  Bank  of  Aiierica'^rectora  are  Xlated,  Tiumbera  refer  to  the  following 
aatoclatlona :  /  «  *     "  - 

l«BankA»erlca  CorpV  director  * 

2«Bank  of  .Anerlca  NT  &  SA  director 

3-Bank  of  Wrlca /New  York  director 

4*iiBank  o£  America  Managing  -Cotnalttee  member 

A*  Bank  of  America  dlrect^^  and  aKrlbuaineaa  Intcrlocka 

HARKY  S.  BAKER  (dlrtctorfr2) 

Producer  a  XJotton  Oil  Co^  "  " 

South  Uke  Farm.  .  5A.000  acrea 

Lake  Bed  ?arm8  .      1.077  - 

Calif prnla  Flax  ,  8,120 
Ple^aant  Valley  Farm  jCo.  .  a,'A37 

,  J.E..O'Nelli^    *  '     ^  ^^^80 

'  Thunderblrd  Farma         •       ^  . 
Painted  Rock 'Ranch  6f000 
Delta  Cotton •Co* 
Arizona  Farming  Co.. 

Maricopa  Cotton  Gin  Co.  5,000  ^ 

Santa  Rita  Ginning  Co.  '        '       '  M 

Agricultural  Seed  Co.  of  Arizona  *  ,  ^ 

Totem  Pole  Real  Eatata  Co. 

Prodco  Warehouae  Vi, 
.  •      .  ^  ^  ■  ■  ' 

LOUIS  A.  PETRI  (director-2)  *  •  '     -  ^ 

'  ,  *        -  * 

L.A.F.  Inc.     '  " 
Allied  Grape  Growera 

Napaco  Vlneyarda     •  ^  . 

Ballard  Ranch  s  . 

United  Vintne^Jtallan^Swlaa  ♦  •  \ 

Colony  of  Ami'rlca  ,  ^  •  '  ^ 

Petri  Wine  Co.  »  v 

North  Point  Land  Co.  ;       •  * 

>  .    ■■  , 
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mo  fmob&tMO'(i!lr«ctor'-2) 

All^td  Proptrti«a  (Tayior 

Krug  Winery  ' 

RbBBlT  01  CIOWIO  (dit€ctor-X,2) 

iflGlorglo  Corp* 

Sttf  rin«  food*  Corp* 

Tr««  «ir««t  Product*  Co,       *  , 

THOMAS  KcDAMIEL  Jlt»  (director-  1,2) 

ktrri  County  land  Co,  ' 

IF,P.  MUJtm  (dlrtctorr2) 


TejMi  Itanch  (Sll.ownad  by 
Ttaes-Hlrror) 


iSpOOO  acrwi  *f  44,000  Xaasad 


27,000  • 


350,000 


348,000 


BKVMtY  WARNER  (dlr«ctor-3). 

Corn  froducts  Co,  ^  ? 

D.P.  BRYAjnr  (dlractor-2) 

Bryact  Ranch 

R-A."PEXERSOIf  Cdlrt(St6r-I,2,3) 

/  Union  Sugar  (Conaolldattd  ^poda) 

P.C.  HAU5  (dlr«ctor-2) 

LaaXla  Propartlea  * 
B^la  Bri5a.  RaaXty 

PRANCES  HKtWOOD  (Stnlor  Vlca  Praaldtnt, 
'  toani) 

Rancho  VlsatMoraa  > 

ROBIRT  W.  LOWp  (Sanlor  Vlca  Prtaldant, 
Agrlcultura) 

Irvlna  Ranch  < 
Sunklat  Grow ara / 


10,000 


11,200 


59,000 


\ 


101,600 


V     \     '  '  1830      •       •  ^ 

A.  H.  BllAWNElt  (Bcfcutlvt  Vide  *  ^  , 

'    *D«i  Monte  Corp.  '    ^  ?1,220  r. 

*  * 

B.  Corporatlotm  with  Banic  of  A— rlca  inter lockg 

STAlTOAim  OIL  CO.  OF  CALIFORiriA  (3i^6,(KX).«^  ^  .  / 

Jl.A.  Peterson  (dlrector-'l,2,3)    •  ^  * 

union  OIL  CO.  OF  CALIFORNIA' (efiout  50,000  ecree,  moet  of  which  is  Iteeed)     .  '"^ 

.  F.C.  Hele  (dii^tor-2)     *  *i  ^ 

Robert  DiGiorgio '(direct or-l, 2) 

* .    •  t 

GETTV  OIL  COMPANY  (There' are  90,000  acree  "adaptable  to  agriculture  or  otKer  da- 
yelop«ent  in  fee  in  Calif ornia,"  the  .company  reportej  In  weetern  Kern  County,  - 
30,000  acre*  of  prcViouely  deeert  land  are  scheduled  to  receive  water  fro«  the 
Feather  RiviAr  FrojtetO  '  ,         •  * 

.  .  .     ■  \.    ■  •         -  ■ 

'    -    G.  F.  Getjty  (directot-2)  i/  ' 

Louie  B.  Lundborj  '{director-'I,2j3,A)  : 
C.J.  Medbetry  (director-l,2,A;  chairman)  ^ 

DI  GIORGIO  COIIF.  (Subildiariee  include  DiGior$io  Fruit  Corp.,  ^rl  fruit  Co., 
H.Y*  Fruit  Auction,  Philadelphia  Fruit  Excliange,  DlGlorglo  Developaent  Corp. 
and  Guaranteed  5?roducti.  DlGlorglo  acreage  break*  down  as  fpllows:  Sierra 
>istA  Ranch  (Delano,  800  acresjj  DlGlorglo,  Fariie  (Bakersf leld*  7500. acres); 
Danton*s  Orchard  (Marysville,  1500  acres)  knd  New  England  Orchard  ^(Haryar 
vlli«,  900  acres). 

Ilobert  DlGlorglo  (dlrector-1, 2)  V  / 

A.  E.'Sbarboro  (dlrector-2) 
C.F.  Went*  (dlrector-2)  * 

^   P*C.  Hiltf  (director-2)  -  ( 

FOKEHOST-McKESSOH-lkOBBINS  (Include*  ForMrio*t  Dairies) 

C,F*  Wente  (dlrector-2)     '  • 
F.C^  Hale  (dlrector-2)        .  '        .  ' 
L.A.  Petri  (dlrector-2)  ^ 

KAISER  IKPUSTRIES  (Land  holdings  include  Rtncho  California  (98,000  acres  of  ^ 
agriculturally-oriented  land  between  Lo* ,Angel«s  .and  San  Diego) ;  Alls©  Ranch 
(6000  acre*  lii  San  Joaouln  Valley);  Kellog  Daw  Ranch  (5200  acres  in  Contra 
Co*ta>;  Butte  Farw*  (lOAO  acre*  iot  orchard*  in  the  Sacr*inento  yalley); 
Rancho  Ventura  (10,000  acre*)^.  •  , 

,        •  ■ .  •     *  ■      *»  ^  ■ 

B.  F.  Kaiser  (dlrector-1,2)        '  ^  ' 
ft  A*  Farroggiarc  (dlrector-2)        ,    .  o. .  % 
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CEOiciA  PACIFIC  COHPAMY  (Thin  lu«bff  ccNipany  is  currsntXy  convtrtlnt  tlirf)«r  IftOd 
to  otchard  In  Korthtm  Calil^ornla  and  planting  applas  and  ptaraO 

S.C.  Blaaa  (dlrtctor-2> 

O.K*  Chtathaa  (paat  director) 

PACIFIC  UGHXIMG^CO/  (Thla  utility  lias  dlvaralfled  Into  tha  £laW  of  agrlbtialnaaa. 
It  acqulrad  W.C*  Fovler  and  Sona  fmxm  Hanagtaent  Co.  and  la  **«ngagad  In  land 
acqulaltlon^  fandng,  packing  and  marketing  of  landa  and  producta  In  !Rilara, 
Karn  and  Madara  count Ita  for  Invaator-owntr*,"  Recently  Pacific  Lighting  bought 
Ilua  Gooae  grovara  for  $22-^IllonA  adding  28  entitles  and  10,026  acrea.) 

D./.  Bryant  (dlrector-2^  , 
^H.  Brawner  (Executive  Vice  Prcaldent) 
P.C.  Hale  (direct or-2)  ^ 

COHSOtlDATED  FOODS  (Owna  Union  Sugar  Co.  ,  with  11,200  acres.)  ^ 

R.A.  Petaraon  (dlreotor-2)  ^ 
Roland  Tognaszlnl  (dlrector-2) 

TIMRS-MIRROX  CO.  (Owna  51%  of  T^Jon  Jlanch,  with  348,000  acrea.) 

F.D.  Murphy  (d*lr«ctor-2)  *  . 

Ii.S.  DUllnghaa  (dlrector-1,2) 


PACIFIC  VEGETABLE  01^  CO. 

Robert  DlGlorglo  (direct or-I^^^^ 
PvC.  Hale  (dlrector-2) 

BORDEN  i 

A.R.  Marual  (dirc<itor-3) 
DEL  MONTE  * 

hw^U  Brawner  (Executive  Vice  Prealdent) 
NORTON  SlltoM 

P.p.  Murphy  (dlrector*-2) 
B*J.  HEINZ 

R.B.  Gookln  (dlrector-3)^ 
VOM'S  GROCERIES 

Theodore  Von  der  Ahc  (director  1,2) 
UlCmf  STORES 

Fred  Ferro|glaro  (dlrector-2) 
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1832  •        ^'  . 

C.  Govnantnt  i>bgltloni  ind  lobby Ini  groupi  '  <  y 

J.V,  Tappj  pa«t  Bank  bf  Aaerlca  off  leer  i  was  concurx«ntly  «  imvbtr  of 
thl«  coM^aslon.  *  - 

U.S.  DEPARTMm  Olr  AGRICULTURE.  .  • 

■        -  •   .  •  '  .^^  '    ■  . 

tMxX  jCoka»  pi«it  Bank  of  AiMrlca  officer  i  va«  concurrentXr  Aaaiatant  Seers  titty 
of  AgrlcuXtorc. 

V  J«Wt  Tapp,  i^i^t  Sank  of  Anerlca  of£lcer»  vaa  concurrently  Ateietant  Secretary 

of  Agrlcultiire.^  ,  ,  ^  ^ 

CAtlFOwbl  DEPARTMEW  or  AGRICULtORE  '  ,  » 

Earl  Coke/  paiit  Bank  of  Aaerlca  officer*  vae  concurrently  director  of  this 
department  In  GoV.iReegan'e  flret. tern,  *  ' 

J#W.  Tapp,.pAet  Bank^of  Anerlca  officer,  was  concurrently  director  of  '* 
thle  department  In^Gov.  Brown's  adnlnlettatlon.  ' 

AGRICULmE-BUSINES5  COUNOa  (lobbying  groupX 

0  .     .    "  •  . 

Robert  W.  I.ong,  director  (Senior  Vice  Preeldertt^  Agriculture) 
Beverly  Warner,  director  (dlrector-3) 

COUNCIt  OF  CALIFORNIA  CROWDS 

Robert  W.  long,  director  (Senior  Vice  Preeldent,  Agriculture) 
WINE  INSTITUTE  \  ^.  V 

L.A.  Petri,  director  (dlripctor-2)  *     •  , 

CALIFORNIA  RETAILERS  ASSOCIATIW 

■  -  ■  .      '  A 

P*C.  Hele,  director  (dlrectlr-2) 

\  .  V 

NATIONAL  ASSOCIATION  OF  FOOD  CHAINS 

\  '  ' 

Theodore  Von  der  Altft,  director  (dlrector-1  J!) 

CALIFORNIA  WATER  RESOURCES, ASSOCIATION^,  ^ 
J«F.  Herwood  (Senior  Vice  President,  Loans) 
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App«ndlx»  6  " 

B.  Bimk  of  Aitrlca  Inttrloclm  vlth  California  Wtttr  Proitct  cont^actorg 


KAlsa  IHDUSTtHS  (Wott  «  $4-«lllion  contract  to  lay  thm  South  Bay  Aquaduct 
froK  tha  Bapartaant  of  Watar  XaliourcaaO  \  - 

f/F.  Xaiaar  (dlractor-X,2)  "  . 

f$  A»  farrosgl«ro  (diractor-'2)  ' 

PACIFIC  CAS  AMD  ELECTRIC  CO.  (Baa  contracts  oft  tha  Suppliara,  Inlttla,  and  Oro- 
yiXIa-Than«Xito  agraananta»  Baa  a  ieriaa  of  hydro-planta  on  tha  Faathar  Rivar 
and  aar  aupply  poirar  for  tha  tahachapi  puapa.) 

C.F.  Wanta  (diractor-2) 

SOOTHEMI  CAtirOWfIA  EDISON   (Contractor  on  Suppliara,  Inartla,  Orovilla-TI*lr«oXil 
and  FytaMid-Cnitaic;  powar  agracaentaO 

TtM,  MclDan^al,  praaidant  (diractor-1,2) 
P»C«  Bala  (diractor-2) 
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•'we  MertXy  Mftlct  I*oani"  ;  A  Rtport  of  thi  Center  for  Kew  Co)?por«tt  Priorities, 
Benk  of  A«tricft  Project,  3(A  Couth  Ardwore,  Ifi*  .Angelei^  Cel.  90020,  Kerch  'Tl 

'    ■       V    ■  I! 

^  *«       ^  1^  \        It  i$  With  curious  logic  that  j 

^Vy©  -theArw^^^ 

•     r    •    .  •  »Vesponsibnity/ When  «  Bank  of  ' 

i/v^pil/^r;^       7^7=\V^C^     Awerlca  tcoiKWI St  was  recently  asked 
1  1  lUlXV/      lUCAl  lO     What  tb^  bank's  role  Is  In  Influen- 
w  cing  California  agriculture  toward 

«  mechanization  and  therefore  further  hard^ihlps  for  farm  woVkers,  he  disclaimed 
any  responsibility,  ifiylng  ^•we  merely  make  loans*"  * 

But  when  It  suits  .the  bank's  profit, and  public  Image,  Bank  of  America  will 
counter  criticism  of  itr  treatiment  of  minorities  by  siting  ^'we*  re  ^helping  the 
community,  looki  we  make  loans*** 

CorporatitfnSt'in  shortf  control  the. concepts  with  which  wt  measure  th«m: 
social  responsibility,  responsiveness,  creativity. 

Th«y  also  control  the  Issues,  once  they  decide  it  is  in  their  interest 
to  bt  ^'responsible*'  for  thelV  For  UC  Sinta  Barbara  students,  the  war  had 
been  their  4»ue;  thiy  took  the  Bank  of  America's  Isla  Vista  branch  away, 
and  the  bank  took  their  issue  away.  **The  war  is  bad/  said  Chairman  Louis 
Lundborg  then  to  every  studtntr^up  htf  met.  How  that  tht  bank  controlled 
:  ■■  the  Vietnam  issue  (L^ngbortf  iuddlnlv  received  a  barrag^  of  invlt&tlohs  to 
speak  beforeS^ace^^psjl,  it  had  ''social  responsibility/  Generously »  Bank 
of  America  t>fgan^shar1ng  it  with  students  and  citizen  groups. 

''Social  responsibility,"  as  a  nuttttr  of  fact,  is  a  commodity*  Once  a 
eorptratlon  has  bought  it,-  it  has  Insurance  nffhinst  unwanted  change* 
/  '  ifanted  change  is  a  different  story.  The  Bank  of  America  proudly  claims 
]^  (;-cr^df1t  folr  the  progress  of  California  agriculture  and  for  millions  of  middle-  ^ 
„   ^lass  homes.  Bank  founder  A.P.  aiannini,  his  followers  relat*>  was  a  hard- 
nosed,  powerful  dMn  with  many  connections,  who  built  the  world's  largest 
bank,  a  symbol  of  prosperity,  i^tat  is  positive  change. 

But  why.  should  thi  Bank  of  America  use  its  power  to  help  end  tharwar, 
pr  to  pressure 'its  polluting  customers  to  stop?  A  Senior  Vice  President, 
recently  stated     sincerely     "I  am  frightened  at  the  concept  of  a  corporation 
hiving  that  much  power  in.politici;  da  you  think  the  corporation  should  have 
that  much  power?"       *  ' 
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I  ,     •       .    1835       .  : 

Of  coursi  thi  corporation  ^Irudy  has  that  power,  v 

-«aiv  tx^utlYts  cU1«  It  was  unsought,  that  powtr  conctnWiliij'jii'ctmin 
hands  liecalisV'of  •*man*s  inhtrtnt  grwd/  ;*buic  tiuslnais  pHftctplti,**  U  i^ton$  ' 
It. was  dtltgattd  by  th^  htnJ  ftcti.'  By  whicH  'thty  M«ah  tht  hard  acoiMc,  ^ 
factSr  ^  *  .  *    •      /  •     '      '  '  ^ 

thtr*  art  4tso  hard  human  facts.  Thiy  dala^ati  pomr  to  tMi jMOpH  mIio  ; 
challtngt  an  outdattdi  stifling  valut  structura.  That  Is  tJia  rMton  Ikr  4a  - 
Btnk  of  Affltrfca  Praja^t  rtstarch  which  followi'i      (  • 

ft  focusts  on  rtsponslbillly.  It  doas  not  attwupV  to  pTact  It  toiilkaai^ly 
In  a  particular  txtcutlvt  office  at  a  particular  poiht  In  tiint  (altfioutfh  tiMrt 
ara;spma  such  references)!  rather,  It  prHents  a  much  more  odifleK  plttttra 
designtd  ^|tot  to  absolve  anyr,  person  within  that  p1ct*»re,  tat  to  clMlkii^a 
each  of  thi«'to  creative  solutions  for  this  soc1at;y's  survival. 

The  Bank  of  ^rlca  Project  need  not  elaborate  that  It  1«  a  tine  for 
creative  survival  tactics. 


Therb-  are  .dso  • 

They  dileGote' 
power  to  X/he  ' 
people .  * .     '  ' 
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I  la^i-iirifriiiiwirr  ■ 


The  Bank  of  AtneHca  k  Intereisted  in  \ 
mechanized  farmfng'.  We  1iiv<ist  tn  mechanized 
field  packing,  a  1969  Bank  ad  proclainis 
1  n  the  Sacramento  Bee . . " llh  you  ^ r e'  1ntei*«^ 
ested^lrt  vegetables,  we're  Interested  in 

your'^'  ■••  ' ;     "  ■  •  .-. 

There  are  some  peoplejlnteres ted  In 
Vegetables  whom  the  Bank  of  Anterl ca  ig- 
nores —  CaT1fornU*s  snialj  growers  and 
farm  workers. 

By  1973,',  atmost  4i500  W6rkers  v^ill  be 
Unemployed  as  a  result  of  the  mechanized 
grape  harvester.  And  small  growers  wilt 
not  be  able  to  af ford lu&  machinery.^  ■ 

In  a  recent  phonft  conversation,, when  asked  if  Bank  of  America  Is  sub*- 
sidlzing  research  efforts  Into  farm  Kiechanlzati on,  John  Knechel ,  the 
bank^s  agricultural  economist,  replied,  "We  don*t  subsldizi  anyone  5-  We 
are  not  a  government  agency.  We  do  give  loans,  and  some  of  our  cy^tomqrs 
are  cornpanles  doing  research 'on  mechantzatldh*"  Knechei  explained  thaj^^  often 
the  bank  does  not  know  what  loans  wilt  be  used  for  specfftcally;  Induce- 
ments for  giving  loans,  he  sa14  are  "found  tn  the  profit  an^  loss  statement 
of  farms.  It  ts  an  economic-Inducement,  the  only  Inducement  we  recognize." 

Rightly,  Mr.  Knechel  states  the  relationship  between  the  bank's  economic 
power  and  "progress**  In  agriculture.  The  bank's  loins  promote  great^er  ef-  . 
ficlency.  Knechel  explains,  "by  increasing  their  Efficiency  (through  mechani-^ 
zatlon),  such  companies  are  making  themselves  more  bankable*  It  giv^s  them 
access  to  more  credit,**  ^  V 

Meanwfille,  it  gives  small  growers  less  access  to  economic  power^  Thii 
Bank  of  America  views- this  trend  somewhat  fatally:  "The  feality  is  that 
many  small,  full-time  family  farms  have  become  uneconomic states  the  bank's 
publication  Callforniat  People.  Problems,  Potential.^  A  flock  of  statistics 
^about  productivitVif  acreage  and  population  has  apparently  swoofied  dowji  upon 
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the  small  grower  and  threatens  to  swallow  hliff,  the  book  Implies. 

What  small  growers  must  Indeed  contend  with  Is  a  free-market  system 
which  restricts  their  bvrowing  power.  Th^y  cannot  g^t  loans  from  banks 
like  Bank  of  America,  so  th^  must  rely  on  financing  called  "growing  con- 
tracts" from  food  processors!  By  such  a  contract,  the  grower  produces'  a 
specified  amount  of  a  crop  for  the  processor  at  market  price.  If  he  pro- 
duces a  surplus,  that  goes  to  the  processor  at  a  reduced  price;  if  he  pro- 
duces less  than  contract,^ he  is  penalized. -the  processor »  protected  from 
'    any  loss, ^of  course  has  an  open  line  of  credit  to,  the  bank. 

R.A.  Peterson,  past  Bank  of  America  president,  had  given  the  small  grower' 
dilemma  some  thought,  but  he  rejected  any  program  to  buoy  him  up.  In  1968, 
he  to.Td  the  California  Canners  and  Growers  that  "to  maintain  un6conom1c  farm 
units  by  federal  policy  is  not  only  bad  economics,  jbut  a  cruel  social  ^njus- 
tice  to  industrious  people  who  deserve  a  better  sjhalfi^;^'*! 
The  re'dliby  16  \)n^    .  By  "better  shake,"  lank  df  y^^ 

^gj  j_     phase  out  the  small  la ndownerl  The  rationale 


to  initiate  a  "voluntary  land  retirement  pro- 
V  'i'DrrC&^^^*''  acco'^^ng.  ta^altforniaii  People.  Prob- 
/  lems.  Potential,  is  that 'it  "should  allow' 


time  fami 

hi  /  lems.  Potential,  is  that 'it  "should  allow' 

ave  Decome  un-  ■  the  maximum  freedom  of  market  forces  possible, 

eCOnOimiG.  to  en»ble  the  h.e*1tny,  competitive,  commercial 

segment  of  agriculture  to  seek  its  own  level  of  profitable  operation"^  - 
in. other  words,  make  the  market  free  by  excluding  many  of  its  participants. 

The  bank  concedes  that  small  growers  have  alternatives.  Mr.  Peterson 
•defines  .them;  "1)  move  up  to  commercial  scale  farming;  Z)  retrain  for  another 
job;  3)  retire."^  Where  is  th^^fourth  alternative?  * 

One  direct  Investment  of  the  Bank  of  America,  thecal  if ornia  Water  Pro- 
^ject,  certainly  doesn't  open  up  any  new  options.  The  bank  holds  $150-mtnion 
in  the  water  plan's  bonds.  Senior  Vice  President Vbert  Long  admits  that 
the  plan  is  designed  for  large  corporate  growers  and  will  offer  water  too 
expensive  for  small  growers  to  afford. 

(In  addition,  the  Water  Project  threatens  th.e  ecology  of  San  Francisco 
B^  and  of  Northern  California.  In  return,  admittedly.  Bank  of  America  has 
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saved .CaHfornlans  600  trees  by  publishing  Its  1970  Annual  Report  on  re- 
cycled paper.  An  announcement  to  that  effect,  oa  the  b«ck  page  of  thfc  re- 
port. Ironically,  by  the  same  mathematics  cost  Call  for  nians  30  trees,) 

Amidst  all  the  social  Impact  Its  agribusiness'  Investmfents  have*,  the ;  ^ 
bank  attempts  to  convey  *  neatral  V  hlCWS   TIO     1  OPrTlSi 

position.  According  to  Bank  of        i  r  Wr\i^ 

>ier1ca's  John  KnecheV.  the  com-  lODPy  OH  TStr^Un  \uVOU 
pany  takes  no  stand  on  the  Issue 

of  farm  Tabor;  "we  have  no  formal  lobby  on  farm  labor,"  hesays?  Cdnsistent- 
ly>  President  Clausen  claims;  to  the  public  that  Bank  of  America  Is  not  taking 
sides  In  labor  disputes.  A  brief  episode  between  the  Bank  of , America  and  the 
United  Farm  Workers  Organizing  Committee  In  1968  contradicts  that. 

The  bank,  namely,  had  owned  5,500  acres  of  land  near  Delano,  which  1t  had 
secured  after  foreclosing  on  a  mortgage  owned  by  Mr.  P.O,  Dlvldch,  Agri- 
business Investment  Company  was  .set  up  to  lease  the  land  f^m  the  bank  and 
operate  It.  With  the  grape* boycott  In  full  swing,  UFWOC  approached  the 
bank  to  set  up  negotlatlonS.iBank  of  America  replied  In  a  telegram  to  Cesar 
Chavez,  "the  Bank  has  leased  the  grape  producing  properties  you  mentioned  to 
Agribusiness  Enterprises  (Agribusiness  Investment  Co.).,  and  consequently 
Is  not  operating  the  ranch, Also,  Mr.  Fred  Morgan,  an  attorney  for  the 
bank,  told»UFW0C  attorney  Jerome  Cohen  that  the  bank  had  no  obligation  under 
federal  law  to  negotiate  with  the  farm  workers. 

Agribusiness  Investment  Company,  the  convenient  shield  between  the  bank 
and  its  responsibility  for  farm  workers,  had  been  founded  when  the  bank  fore*- 
closed  on  Dlvlzlch's- property.  Four  days  after  Its  founding.  Agribusiness 
Investment  signed  a  lease  with  Bank  of  America  to. manage  the  property.  The 
signatories:  Alvln^Nell  and  Jack  D.  Swaner  (two  attorneys  for  the  bank  and 
also  President  and  Vice-President  of  Agribusiness  Investment),  and  E.  A. 
Ivtrson  an^  C.  E.  Cooper,  bank  Vice  Presidents. 

Dtvlzlch  was  as  displeased  with  Agribusiness  Ihvestnent  as  the  farm  wor- 
kers were.  In  the  first  year  the  bank*s  paper  corporation  operated  his  land,   -  * 
It  caused  D1v1z1ch»s. grape  tonnage  to  drop  from  33,000  to-2(K000.  Divlzlch 
sued  Bank  af  Amor  lea  for  mismanagement,  an  action  still  pending*. 
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business,  one. of  thero  bank  management's  support  of  the  Bracero  Program. 

Before  1964,  growers  could  bring  bracero  labor  Into  California  —  Mexi- 
can farm  workers  ^ho  fecelve<l  seasonal  contracts  to  come  across,  the  'border 
to  work,  the  arran'genjent,  of  course,  ignored  domestic  wo^^ets'  needs  for 
decent  housing,  wages  and  living  standards  by  importing  Mexicans  for  whom  the 
•growers  were  not  responsible.  When  Senator  George  Murphy  Introduced  a  bill  (  : 
In  ld70  to  restore  the  Bracero  Program^  Bank  of  America  President  A,  Wl  . 
Ctaiisen  called'the  bill  "just."®  Robert  Long  said  it  provided  «i  nece^aiy 
labor  force  unavailable  elsewhere."^  Long  also  stated  that  the  farm  workers 
"aren't  so  bad  off»*  as  people  think. 

The  Bank  of  Arorica  thinks  about  California  agribusiness  from  its  own 
point  of.  view.  With  directors  and  managwnent  from  DiGlorgio,  Von's  and  For- 
most-McKesson  oh  its  board  of  directors,  the  bank  sWes  their  problems 
and  enjoys  their  bright  outlooks.  There  Is,  Indeed,  a  bright  outlook  for 
mechanized  farming,  fpr  plenty  of  water  for  large  growers.  Meanwhile,  Bank 
of  America  and  its  friends  must  live  with  their  problems.  "Thi  efforts  of 
farm  workers  to  organize/  a  bank  research  compilatidn  says,  "hav*...cast  a 
shadow  over  the  San  Joaquin  Valley."  *v 


The  efforts 
of  farm  work- 


'ers  to  oroan' 
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The  Bank  of  Amtrici  Project  Is  Indebttd  to  the  foT>ow1h8  people  and  groups 
for  their  generous  help  In  this  research  effort*  We  thank  you: 

Fred  6off ,  Michael  Sweeny,  of  NACLA  and  the  Pacific  Studies  Center, 
respectively;  the  United  Farm  VIortcers  Organizing,  Committee i  the  California 
Migrant  Ministry. 

.  • : .      ■      \     : /  '  ^/  /     ■  ■  ^ 

'  .     •  ^     NOTES  • 

IV.  Agribusiness 

1  "Mechanized  Grape  Harvesting  and  Displacement  of  Farnworkers Fresp0 
County  Economic  Opportunities  Conwlsslon  Report*  1970. 

2  California;  Peoplc>  Problems >  Potential,  p.  15-16. 

3  Speech  by  R.  A.  Peterson  to. Calif «  Canners  end  Growers »  San  Francisco 
Hilton,  1968.  ' 

4  California;  People*. *i  op.  cit.,  p.  lS-16,  . 

5  Speech  by  Ri  A.  Peterson,  op.  cit. 

*6  Interview  with  John  Knechel,  Agricultural  economist  for  Bank  of  America 

«  3/2/71.  • 

7  Telegram  from  Bank  of  America  signed  by  E.  A.  Iverson.  10/26/68. 

8  Interview  by  a  College  Press  Service  reporter,  Fall  1970. 

9  Ibid. 
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BANKOFAliERICA: 
BIGCOASTTAMT 


For  Bpmb*t$  And  Critt'csi  lt*» 
a  F«vorltft  Enenw  Now 

t  ty%uwUv,tonr.nrs 

U)S  AiNCEUyj,  May 
;  viiitot  Mikeii  <  Irknd  the  other: 
I  day  how  to  fimt  the  Bank  of 
I  AjncriCA  hcadquarttn.  miAt'$' 
»  iiiy^"  xjintf  the  nply.  "Juit 
:  follow  tho  tmokff** 

Offtdalf  It  th«  Bank  of 

nxfttal  hank  la  tht  worid.  do^ 
not  find  suck  remarks  funny. 
In  rebniary,  )I70.  or.e  of 
hank's  hranches  was  burnid, 
down  durlni;  liots  In  the  Itu- 
dent  community  of  lsl«  VMta«  . 

Sinci  then,  hranchcs  hav^! 
.been  attacked  3«  time^  22 
^lint^s  l^y  cxptosive  devfccs  and 
17  hy  fire  bombs  or  airson. 
Thre*  attacks  took  place  iast 
week--ooe  In  Berkel^  and  ;wo' 
M^the  San  Fernando  Vatlcy.  t 
.  suburb  of  Los  AnxetM.  i 
^  *'2ts  A  damn  serioui  problem' 
hicauif  of  ihA  frequency,*^ 
ttki  F«  &  Sullivaiv  an  cxccu^ 
tivo  vk:e  prtfldcnt  of  th#  banlc., 
*Jit«n  interview,  nf  It  continues 
at  this  pace  Ifs  bound  to  have 
an  effect  on  our  customers  and 
employes^** 

Other  CrtttcsAreVotat 

,  thcbomblnirscotncldowHha 
baira^o  of  €ri(ki»m  that  hat 
hcen  eimed  at  bank  policies 
^•er  The  -ptM  year,  :iioit  of 
tha  critics  disavow  the  bomb> 
trs.  and  feel  that  the  attacks 
001/  divert  attention  from  bank} 
actlvIUes  that  they  cc^itend 
are  Immoral.  , 
^  rh§  )>hyslcal  assaulu  on  tbt 
Bank  of  America  are^part  of  i 
broadrfr  pallern  jn  'Cat-fomia. 
€0V.  Ronald  Xeatan  sai<i  nsi 
cently  that  tlwre  were  4A4X 
bomb  threats  during  the  last; 
,30  month*  of  1970.  and  that 
there  were  1.052  incidents  in 
which  bombs  were  found. 

TarteU  ranged  from  Los 
Angeles  City  llait  and  buiiaines. 
it  .Stanford  Univrritity  to  ai 
subtttban  supennaricet;  But  the' 
Bank  ^  Of  AnKrka»  whoso  000; 
branches  mnke  It  as  ubiquitous! 
as  fried  chkken  franchiK*.  Jsi 
th#  osntral  focus.  Whs? 

After  Vista,  a  student' 
wa^  reported  havinK  said.  ♦*the' 
Bank  WM  th<^  capitalist 
establishment  around  un  e!<*' 
ample  of  Am<?ricua  capit«ii^sm 
-hWi  Is  kiHinK  .PConli  umf\d 

ih0  HViiHri  i,n#r  in  Iha  UnUM 
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jMitunnn  the  buik-lMKninff  atjl 
IMa  Viita  are  Mill  bi»  ^plIcrKH 
In  campos/lJcofoiurp*.  Officialil 
ftlso  Cite  the  •'copycar  synA 
dro;ne»  The  o.ily  person  ar-'' 
rested  for  any  of^^ihe  bombinRs^ 

mi  Val)oy  who  icld  the  policci 
*^f'  ;'it^  sccncU  iikt  the 
Ihinj  to  do,-  according  to  *lr 
Sullivan.  . 

•    AQ  Bombing  at  Msht 

Most  of  the  devices  luvc' 
been  crude  pipe  bombs  stuffed' 
ytiik  xunpowder.  All  havi  been! 
set  at  nbht,  and  no  oot  hasi 
heeii  Injured,  The  bombers; 
seem  to  share  a  p^»m^st  cum 
rent  among  some  rAdieals:  Vio-i 
Jcncj  against  properly  Js  aii- 
ri^  but  not  against  people. 

At  the  same  Ume.  the  Bank'L 
oC  America  hu  been  attackcdT 
.    vith  ^  thousands  of, 

tham.  The  Center  for  Hew! 
Cerporatt  Monties;  surted  by4 
students  at  the  Urtivdiity; 
of  Southern  CaliforniA.  has' 
chargedKhatihe  bank  lupports' 
Xarco  farmers,  thus  repreiilnai 
farm  workers,  and  that  Jc  ft., 
nances  economic  tmperiallsmi 
to  ;wlp} 

minorities  at  home.  f' 
Tbo  Center's  major  com4| 
Wainf,  ho*'e\*cr.  Is  iJjc  bank's! 
.  ■  involvement  Jn  Vietnam,  " 
Bank  off^lals  have  many! 
4lmes  **specificAlly  refected  tlw.' 
cbar»e  that  we  as  an  in«titut!oni 
wppprt  and  profit  from  t!* 
war  In  Vletn!im,»»  The  bank  alvo, 
distributes  personal  statements' 
.  by  Its  officers  who  oppose  the; 
cooluct*  [ 

Wai'Coods  Are  Financial  . 
,  Mr,  Sullivan  readily  ae- 1 
koowledged.  hOH'e^'er,  that*Ve 
finance  many  companies  who- 
produce  goods  and  materiel; 
iised  In  tne  v/ar.;.  He  added.! 
-  *\Vt  have  a  role  in  Jettinr  om  i 
opinions  be  known  about  t])e 
war;  but  we  shouldn't  let  thoec; 
■  opinions  ch>ud  our  bankingi 
declsloni*^  ,  ' 

rh9  root^of<he  conflict  be.!, 
tween  thf  bank  and  its  critics 
Is  not  o\'er  facU,  but  over' 
premlfcs.  The  bank  continue* 
to  believie  that  -bonking  deci^ 
tfons**  shouki  be  made,  as  Mr? 
Sullivan  put  iu  on  the  basisi 
of  "economics,  not  politics.'*- 
JVofit  Is  still  lU  ma/or  aoal.! 

To  Ed  Scanloh,  of  the  Centcri 
fw"  Corporate  PrioriUcs,! 
this  attituda  only  ''feeds  the  J 
status  quo*''  and  does  nothlnaT 
to  alter  basic  power  relatkjn- 
fhlps  In  the  society;  Louis  JLi 
Lundbort  who  recently  re- 
tired  as  chairman  of  the  bank's 
board,  lecogni/cd  this  cleavage; 
ma  speech  last  year.  i  - 

i  are  fadnK-a  real  honest.f 
to;God  disenchantment,"  hcl 
««^d.  rnot  luit  a  paskinjp  mo-l 
menuiy  flare-up  th.it  wUl  co- 
away  if  we  Just  keep  it  coolj 
*  for  a  white.  There  is  a  new 
nitfvf  lysirm,  tmerging  In 
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AMERICAN  iAm^A  \ 
NpvUUr  3, 1971 


!of  A  Issues  Detoiied  ^ 
Rebuttal  to  Chorges  of 
Social  frresponslbilify 

SAN  rRANCfI8C0.^B*nk  ff  Amtri'ca 

tal  to  A  wuwFhkt  whkh  hftd  chirc«<l  Iht 
%rtM  bMII«n.d«poilt  Unk  with  .•otfiil 
lne»»#nilbkHly  m  cwntclton  with  many 
of  Ui  «cUf«i«i  ith^mt  imi  «Ko«<l. 
,Tht  «ocurrtt«t»  "AiMilwtty  of  $si  Accu 
mUon.**  w«t  prtp«rtd  l»y  Ceoff  Brtu 
nietti  of  Iho  public  relillonJKliff 
Jnlevnil  uoo  by  Iht  b«nk't  offlcert  wh« 
often  Wft  conf rtnlid  with  Iht  lypt  tf 
qufilJont  r«!^in  th«  critkrtl  pamphlet 
Tht  Bofll  reb^Uttl  w«»  niidt  In  rt 
■ponM  to,  "Wo  Ut^  Mtko  totnt/; 

befirt  Vht  Bof A  tftnuil  mtttlnrby  iho 
Centor  f&r  |*tw  Corptr«ttnioiltl«t. 
Tht  ctnter  chirfed  thtt  iht  btnk  w«t 

lnMn*ltlvt  to  thi  pMbJk:»«  «wd 
ciiJiy"  Intiponilble  In  ctfMiKtion  with 
thi  wjir  4n  «owthfMt  A«{i»  tht  ftrttnciiif 
of  A  copper  vtnturt  on  tht  South  Ptclnc 
lilnnrt  of  Boujulnville.  tho  hin(SUn|r  of 
mInoWly  lotin  M  tmploynMnt  iwrt  tht 
ftnancintr  «f  ttHcultural  buimew  in 
CnUfomia. 

Tho  Lot  ARielcf'lMMil  Cfnter^tvM 
tt\\r\m  In  3IT0  by  a  «rotip  of  iludenti, 
most  from  tht  Unlvertity  of  CtUfoniSt 
At  Lot  An«ek»  «wl  tht  UnWtrnity  of 
Roulhtrn  Allfomlt.  Tht  cftnttr,  how- 
ever, li  tttffed  by  hill.tlmt  ^Pfr»onn«l, 
IncUuUnf  *  tJ8C  dttttml  *irr<«d«ltJvho 
was  onct  n  aummtr  inttm  In  Kfw  York 
at  Buiintaa  Wc«k  mara^nt  and.Utcr  a 
part.yirto  wporter  far  Itt  toa  A»«riea 
bureau. 

Jamta  F.  Laaiton,  atnkr  1flct  pi*t»- 
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(knt  ftr  publk!  rtlatltiis,  decked  tn  a 
mora  UatailM  icbiiitui  than  moat  ctrpo- 
ratSont,  IndiKllnr  Vof  A,  \uHmUy  xlva  t* 
chtirirea  laiaad  afalnat  them  7n^.iniy»  ht 
aatd,  b«<nuM  ha  waa  inttljcutd  by  >ha 
pciauaalvtntaa  of  what  )|r  canMdt rtd  an 
out'Of-conttxt  and  tanarally  unfair  doc- 
ument. 

Moreover,  alnce  tha  ehai^tat  contained 
In  thaUpamphlet  wera  rtpieaentatlva  of 
thoat  olrten  ralaed  by  eritica  oC  tha  bank. 
Mr.  Lan|;ton  atld  ha  thoufht  a  detlilM 
anavver  wwiM  b«  uatfnl  tt  tha  tAicttn 
Hho  on  occaaton  at**  called  upon  tt  da- 
fend  tha  bank  In  puMte. 

"Wa  don't  consider  tha  center  partkn- 
>Iav1y  noteworthy  tr  alfntHcant  amonf 
tha  many  crUka/'  Mr,  BrtgilMtta  ex- 
plained. tThare  ara  many  xroupe  maklnjf 
the  MUita  or  almilar  chtvfpa,  but  thla 
iMnwl  to  bt  mora  rationally  praatntcd 
than  tht  othtft." 

Ih  hli  anawatitir  document,  Mi;.  9rou> 
illetta  aeta  down  In  tha  Ie(t*hand  column 
of  each  part  the  complete  text  of  ''We 
Merely  3^>Ka  l^a."  In  the  tight  hand 
column  and  In  a  different  type  fact,  ht 
mponOH  to  nio^  of  tht  apeelAc  tml 
implied  chRvxd,  The  original  dtcument 
ran  to  33  pagea  with  anMher  page  of 
notcK.  Tlia  BoTA  atttwer  t«  41  pagea  k)nt, 
including  notea» 

At  least  one  top  9ofA  officer  alrttdy 
haw  mHdt  uia  of  tht  answetlrtf  pamphM. 
which  ^Mi  sent  otit  tmder  a  ct>er  latter 
July  2t  by  >tr.  Lanxton, 

O,  Robctt  TrueY  Jr„  executive  vki 
pvrfll(knt  and  chief  lendlnff  tfficer  for 
the  aouthem  dlvlalon.  u»ed  tha  btoklet 
as  a  btieflnr  paptr  fov  an  appearance 
hr  matla  before  a  ct'oup  tf  yttmr  adiiltft 
upou'^oied  by  the  Younr  Men'a  ChriMIan 
Aniocfstlort. 

"Some  of  the  aama  lUany  of  critkism 
oame  up  at  tht  meeting,"  mailed  XriKt 
Mitchell,  a  BtfA  puMIe  relatkna  affktr 


In  Loa  Anfelet^  "and  tht  Initkkt  cama 
In  veiy  handy  In  makinif  tht  point  tliat 
ant  ouKht  to  bt  aWa  to  document  hit 
acciisatitn*.  beyond  tha  nwra  aaaertion 
of  them."  V- 

Offklala  tC  the  ctntep  were  ntpim* 
pressed  with  tht  answer.  Xd  ftcanlon. 
itseatth  director  ot  tho  center,  and 
Jait)ta  Lowary, 'project  director  and  for- 
mer Businta*  Week  Intern  and  part- 
time  reptcter,  conceded  that  their  oiifil- 
nal  (kcumant  waa  net  withttit  tta  flaws. 

"But  Bof  A  mada  many  tf  tht  HiUt 
ettora  they  acc\ised  ua  of  maklnar."  ax- 
aetted  Mi'.  Bcankn.  AnvMif  tht  lankiga 
tf  tht  BOTA  an«ver.  Mr.  Scanlon  aaid« 
were  ita  inetorkal  U^atrntnt  of  tht  la- 
tttcM  and»  evan  though  tha  full  text  of  tha 
center  document  waa  rtported,  tha  BofA 
anawara  Ignored  the  context  of  tht  crUt* 
Cism. 

Mr.  Sctnlon  datfy  dfap^tted  the  openlnr 
asaertfon  a€  tha  BoTA  anawcr  that  the 
tUlt  Of  tha  center  pamphlet  we  a  based 
on  %  atatement  attributed  te  a  bank' 
agricultural  economist  which  he  denies 
havmf  made.  Mr.  Icankn  clalmtd  Itt 
waft  ]is(eninr  on  tha  tekphont  When 
fht  economiat  aald:  "Wa  merely  make 
kani." 

Oha  bank  atanda  by  Ua  tconomlat*t 
contention  that  ht  did  not  makt  atich  a^ 
remaik  and  certainly  not  in  (ha  con* 
text  tha  center  repotted  It,  fmplyJnr 
that  tha  Wnk  feek  no  reftponaibilUy  far 
itn^  Impact  oh  aockty  other  than  Ua 
tbilgatfan  aa  a  lender. 

Mr.  tcankfi  lald  tha  center  alrtddy 
wtf  at  wtik  on  another  tdltkii  tf  Ua 
pamphjaji  when  tha  BofA  answer  c^t^^Iv*! 
He  Mid  tht  center  k  prepauuK  funiu  i 
r^epoila  an  BtfA  and  haa  ctnttat  ted  mIUi 
Atfitd  A.  Kntpf,  Inc.,  Vv*>'  Ytrk,  ta  iuiIn 
llsh  a  bttk  on  tht  btnk  ttmttlnta  next 
year. 
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^nator  SnsVEKflON.  Our  next  witnesses  are  Mr*  Curtis  Anderson 
of  bunkist  and  Mr,  Jack  Sullivan  of  tfe  California  Canners  and 
Growers  Co-op.        /  ^  ^ 

Thank  you  gentlemen,  for  joining  us  this  afternoon.  You  are  wel- 
come to  proceed  by  reading,  your  statements  or  summariasing  them. 

Afr.  Anderson.  Wc  decided  it  did  not  make  any  difference,  so  I 
will  start. 

STATEMEHT  OF  CTRTIS  AUDEESOir,  ICAHAGBB,  (jkdWlE  KELA- 
TlOlfS  DEPAETMEHT,  STIHKI8T  0B0WEH8,  IHC,  8HX£][A]r  0AM, 
CAUT.  ■ 

Mr.  Anderson.  I  am  Curtis  Anderson  foir  Sunkist  Growers.  I  man- 
age the  groi^crs  relations  department.  ,  ' 
^  We  at  Sunkist  Growers  smcerely  appreciate  the  opportunity  to  put 
into^perspective  the  position  it  plays  as  a  grower-owned  cooperatire 
in  the  cham  of  events  that  occur  in  the  marketing  of  all  vaneties  of 
citrus  from  California  and  Arizona.  Sunkist  is  considered  quite 
unique  in  that  it  has  for  ita  rs-year  history  successfully  marketed  ap- 
proximately 70  percent  of  the  production  of  citrus  in  California  and 
anzona.  Ihis  is  especially  unique  when  you  consider  the  fact  that 
m  grower-member  agreements  provide  that  they  hiiive  the  option  to 
withdraw  from  the  system  once  each  year.  ^ 

The  formation  of  Sunkist  in  the  1890's  was  out  of  i.  dire  need  to  * 
provide  adequate  returns  to  an  industry  wl^ich  was  destined  for 
oblivion  unless  it  was  able  fo  organize  and  repreisent' itself  in  a  unified 
way  in  the  marketplace.  One  of  the  unique  features  of  Sunkist^  as 
well  as  other  successful  cooperatives,  is  that  best  described  as  self- 
hell)  enterprise  with  its  only  reason  for  existence  being  to  serve  a 
distinct  need  of  ita  members^ 

To  be  more  specific  about  Sunkist,  we  are  a  federated  marketing 
cooperative  representing  8,700  growers  in  California  and  Arizona- 
Our  sales  totaled  $344  million  this  past  season.  Our  membership  is 
restricted  to  growers  and  associations  of  growers.  These  8,700  grower- 
members  have  an  average  per-capita  ownership  of  approximately  30 
acres. 

We  are  basically  an  organization  of  small  growers  who  have 
availed  themselves  of  the  opportunity  provided  under  the  Capper- 
Volstead  Act  to  join  together  to  effect  the  economies  of  large-scale 
packing,  shipping,  and  marketing.  The  Capper-Volstead  Act  has  pro- 
vided the  framework  whereby  any  ejfficient  farmer  or  producer  of 
ag^cult^ral  commodities  has  the  opportunity  to  be  a  viable  part  of 
the  agricultural  community.  The  Capper-Volstead  Act  was  not  de- 
signed to  lif#%p  the  inefficient,  poorly  operating  producer.  Its  au- 
thors were  motivated  by  the  need  to  help  those  that  were  willing  to 
help  and  foster  their  own  prosperity. 

It  migiit  be  well  at  this  pomt  to  describe  our  federated  nature  as 
opposed  to  a  centralized  cooperative.  At  the  base  of  the  Sunkist  sys- 
tem are  the  8,700  grower-members  located  in  the  two  States.  The  next 
layer  is  the  local  association  or  packinghouse  voting  unit  which  has 
membership  in  a  local  district  excliangd.  There  are  approximately  • 
100  local  associations  or  packinghouse  units  who  gain  voting  repre- 
sentation through  20  local  district  exchanges.  It  is  at  this  district 
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•ijcchange  level  that  the  c^rdination  of  marketing  between  the  local 
and  Sunkist  central  takes  place  and,  also-,  the  grower  representation 
9!hi  the  central  board  of  directors. 

Each  district  exchange's  number  of  directors  on  the  board  is  deter-  • 
mined  by  its  last  8  years*  average  volume  through  tte  syst^jm.  A  iov- 
mula  provided  for  in  our  bylaws  provides  for  representation  on  the 
basis  of  volume/In  addition  to  each  grower  havmc  an  opprtunity 
to  det<»rmine  who  shall  represent  him  at  the  locaP  level,  district  ex- 
change and  Sunkist,  the  grower-member  contributes  the  moneys  re- 
quired to  capitalize  the  organization.  Each  grower  contributes  capital 
dollars  in  relationship  to  the  volume  he  markets  through  the  syst<}m, 
both  fresh  and  processed.  His  capital">redits  are  represented  ,by 
physical  plant  facilities  and  inventor;^,  such  as  our  two  products 
plants,  one  for  oranges  and  grapefruit,  and  tJic  other  for  lemons. 
Other  capital  it^ms  are  the  central  headquarters,  it  fiirnisliings,  and 

the  like.  i       i   ,  e« 

Unique  advantages  avaUablc  to  the  small  grower  through  the  bun- 
kist  system  are  many.  First  of  all,  he  takes  advantage  of  the  large- 
scale  marketing  tlinist  Sunkist  has  effect<;d  over  tlie  years  of  its  op- 
eration. Alsov  the  small  grower  can  obtain  equal  treatment  on  the 
basis  of  size  and  grade  of  fruit  he  produces  equal  to  a  large  grower. 
The  central  pooling' system  in  oijr  products  operations,  as  well  as 
export,  provides  for  sharing  the  risk  and  marketing  opportunities 
which  would  not  be  available  to  the  small  grower  unless  he  has  tt 
system  as  provided  for  in  Sunkist.  Local  associations  are  comprised 
of  large  as  well  as  small  grpwers,  both  of  whom  fecoppize  the  advan- 
tages to  be  gained  through  utilizing  centralized  activities.         ^  ' 

In  addition  to  pooling  at  the  central  level  for  the  growers'  benefit, 
extensive  pooling  programs  are  conduct<»d  at  the  local  association 
level.  Grower  equity  is  maintained  through  these  kinds  of  system  and 
the  large  and  small  growers  are  rewarded  alike  for  quality,  sizes,  and 
grades  produced,  but  the  greatest  benefits  derived  a»e  sharing  of  the 
risks  and  marketing  opportunities. 

Sunkist's  basic  responsibility  is  that  of  marketing  and  those  func- 
tions that  would  be  considered  supportive  to  marketing  or  which 
would  in  some  \Vay  enhance  the  value  of  the  production  of  its  mem- 
bers. Sunkist's'responsibility  for  the  growers'^  frijit  begins  when  the 
local  association  or  packinghouse  prepares  the  fruit  for  market  under 
the  grade  qualifications,  container  specifications,  and  other  standardi- 
zations set  forth  by  the  board  of  directors.  Tlie  responsibility  from 
this  point  until  the  proceeds  of  sale  are  returned  to  the  local  associa- 
tion are  that  of  the  central  organizationf  ^ 

I  think  it  would-be  well  at  this  point  to  describe  some  of  the  activi- 
ties along  this  marketing  chain  that  are  for  the  benefit  of  the  8,700 
grower  members.  Sunkist  is  engaged  in  extensive  advertising  and 
merchandising  campaigns  in  both  domestic  and  foreign  markets  for 
the  purpose  of  promoting  the  sale  of  fresh  fruit.  These  marketing- 
activities  are  carried  out  by  salaried  employees  locat<;d  in  43  offices 
throughout  the  United  States  and  Canada  whose  only  function  is  to 
represent  the  grower  in  the  market  and  actually  sell  his  fruit.  It  is 
extremely  important  that  the  grower  have  market  representation  and 
of  such  a  size  that  he  can  be  heard  and  reckoned  with  as  a  rcsponsi- 
bla  and  effective  force  in  the  marketing  of  his  crops. 
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This  current  seftson,  which  began  November  1,^971,  the  Iward  of 
director  approved  an  advortisinR  and  merchandising  program  for 
all  varieties  totaling  $8.5,  million.  These  funds  are  earmarked  for  use 
m  the  purcha^  of  point-of-sale  material,  to  support  a  staff  of  60 
merchandisers  in. the  United  States  and  Canada,  to  purchase  adver- 
tising space  m  magazines  and  local  newspapers,  and  to  aii^  television 
commercials.  The  funds  will  Also  be  used  to  develop  trade  incentive 
programs  to  encourage  customWs  to  handle  and  merchandise  Sunldst 
citrus.  ,     <r  \  > 

.  Another  effective  sales  and  Nperchandising  program  is  the  con- 
sumer service  department  which,  since  the  1020's,  lias  tried  to  answer 
questions  and  provide  the  consumer  with  helpful  information  all 
these  years.  Wo  adopted  such  a  policy  because  wo  felt  that  the  only 
way  to  successfully  market  a  food  product  was  to  have  satisfied  cus- 
tomers. Tins  current  season  $800,000  is  budgeted  for  this  activity, 
which  includes  free  consulting  service  to  hospitals,  hotels,  and^largo 
in-plant  feeding  .establishments^  institutional  research,  recipe*,  cook- 
books, and  food-page  service  to  newspapers  for  the  consumer's  l^nefit. 
Ihoy  also  make  television  and  public  appearances  on  consumer 
matters. 

It  would  be  well  to  note  at  this  point  that  in  the  face  of  subdivision 
and  urbanization  in  traditional  citrus-producing  areas  in  California, 
-  acreage  m  the  two.  States  is  now  the  largest  it  has  been  in  the  history 
of  the  industry.  Groves  have  been  urbanized  and,  at  the  same  time, 
new  areas  have  been  developed  in  the  San  Joaquin  Valley  and  desert 
valleys  of  California  and  Arizona,  tlic  marketing  of  the  production 
of  these  acres  is  formidable  in  itself  without  considering  the  fan- 
tastic increase  in  production  in  Texas,  Florida,  and  other  citrus- 
producmg  areas  of  the  world.  This  is  why  it  is  extremely  important 
that  citrus  growers  today  are  representad  effectively  in  the  maidcet . 
and  that  they  take  advantage  of  all  the  economies  and  efficienciefe  of 
marketing.  Suijkist,  for  the  Ijcnefit  of  its  grower  members,  is  engaged 
m  a  marker  development  program  in  Europe  and  the  Orient.  Sunkist 
(jrowers  has  long  Jiad  market  representation  in  these  other  areas  of 
the  world  and  last  year  nearly  20  percent  of  the  60  million  cartons 
fresh  marketed  by  Sunkist  were  sold  in  foreign  lands.  We  haV  en- 
gaged in  market  development  programs  sponsoring  trade  teams  from 
those  countries  fo  visit  the  producing  areas  of  California  and  Arizona 
and  also  to  represent  the  grower  in  tariff  negotiations  to  insure  his 
fair  treatment  in  foreign  markets. 

^  A  current  and  good  example  of  the  grower^  collective  advantage 
in  today  s  sophisticated  market  is  the  ability  of  Sunkist  to  obtain  the  ^ 
liberalization  of  quotas  on  gtapefniit  in  Japan  beginning  this  season, 
hunkist,  m  cooperation  with  Government  agencies,  was  directly  re- 
sponsible for  the  lil>eralization  of  the  quota  system  on  lemons  in  1964. 
Prior  to  this  liberalization,  pjrowers  were  selling  approximately 
250,000  cartons  of  lemons.  During  this  same  period  of  time,  the  f.o.b. 
value  for  a  40-pouud  carton  of  lemons  has  increased  from  $3.42  in 
1064  to  {>4.9r)  the  season  just  closed.  Wo  are  extremely  optimistic  in 
the  case  of  grapefruit,  and  our  track  record  on  lemons  gives  us  cause 
to  be  so.  We  are  scheduling  the  sale  of  a  thousand  cars  of  grajiaruit 
in  Japan  this  year  compared  to  only  token  movement  in  previous 
.years.  These  two  incidents  are  prime  examples  of  the  grower's  effec- 
tiveness^through  cooperative  and  organized  marketing. 

O      0.73-pt,3C-19  / 
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I  think  it  would  be  well  at  this  point  in  departing  from  the  text, 
since  lemons  were  talked  about  earlier,  that  in  1964  5  percent  of  the 
bearing  acreage  in  Calif  omia  and  Arizona,  5  percent  of  the,  at  that 
time,  56,000  aciftys  was  nonbearing,  and  in  1970  28  percent  of  66,000 
acres  is  nonbearing,  so  the  opportunity  that  this  market  presented 
and  the  price  advantage  has  encouraged  people  to  plant  Icmbns.  • 

Back  in  1964  the  income  per  acre  to  lemon  growers  was  a  negative 
$28  per  acre,  and  it  has  gone  np  to  a  plus  $414  in  this  period  of  time. 
So  the  growers  come  from  a  zero  position  to  one  of  starting  to  make 
some  money  on  their  effort, 

Tlxero  are  other  areas  where  a  grower's  membership  is  important 
for  the  benefit  of  marketing  his  crop  efficiently.  We  have  represented 
the  grower  well  in  areas  such  as  negotiating  transport«,tion  rates, 
effecting  the  lowering  of  rates,  as  well  as  having  a  tempering  effect 
on  increased  rates.  We  also  carry  out  an  extensive  market  research 
program  as  well  as  scientific  research.  , 

Smce  the  early  1900^s,  we  have  engaged  in  the  processing,  making 
food  products,  of  all  varieties  for  the  fenefit  of  the  grower  for  fruit 
that  has  not  been  suitable  for  the  fresh  market  or  excess  to  the  fresh 
market.  Sunkist  currently  sells  over  1,600  processed  and  manufac- 
tured items  for  industrial  use,  such  as  flavoring,  jpectin,  and  many 
other  products  used  in  the  manufacture  and  production  of  food  prod- 
ucts.  Tliese  have  been  valuable  grower  activities  and  have  provided  a 
very  stabilized  effect  on  prices  in  years  of  high  production  or  frost 
years. 

Being  a  marketing  cooperative  and  owned  by  its  grower  members 
represented  by  capital  outlays  on  his  part,  Sunkist  has  no  control 
over  its  local  association  members  other  than  in  areas  of  fruit  quality, 
trademark  utilization,  and  tho^  things  pertaining  directly  to  mar- 
keting. Sunkist  does  not  hire  farm  labor  or  in  %ny  way  <Jngage  in 
this  function.  It  would  be  well  to  note,  however,  that  Sunkist^s  effec- 
tiveness in  marketing  the  crops  of  the  last  75-plus  year^  has  been  the 
main  force  in  providing  a  successful  industry  which  certainly  has 
provided  jobs  and  employment  in  rural  communities. 

I  have  spent  a  lot  of  time  talking  about  the  benefits  to  the  grower 
in  the  Sunkist  systi^m,  but  it  would  be  well  to  mention  the  benefit  to 
the  consumer  a  result  of  the  grower's  marketing  efforts.  The  con- 
sumer benefits  in  that  he  or  she  can  rely  on  the  Sunkist  trademark  as 
a  name  with  consistent  quality  and  can  buy  it  with  confidence.  Also, 
she  benefits  greatly  from  the  efficiencies  from  such  a  system  which 
would  not  be  available  to  her  if  the  growers  attempted  this  gigantic 
task  independently^ 

The  citrus  crops  of  the  future  are  projected  to  be  quite^significant 
and  the  task  of  increasing  per  capita  consumption  is  quite  formidable 
if  the  efficient  grower  is  to  expect  a  reasonable  return  for  his  efforts. 
In  our  opinion,  the  years  ahead  are  going  to  be  very  crucial  for 'the 
citrus  farmer  and  it  is  going  to  be  increasingly  important  to  him  that 
the  marketing  system  l>e  efficient  and  that  he  is  represented  well  in 
the  marketplace  and  this  is  available  through  Sunkist  to  effectively 
meet  organized  buying  with  organized  selling. 

Senator  Stevenson.  Thank  you  very  much,  Mr.  Anderson.  We  will 
print  your  entire  statement  at  this  point  in  our  record. 

(Tlie  prepared  statement  of  Curtis  W.  Anderson  follows:) 
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TESTIMOHr  AT  8EHATE  SUBCOIfJITTn!  OM  HICIATORY  LABOH 

Janimry  13,  1972 
Sin  Franclicoy  California 

«  Curtla  W,  Andar^n 

Kanagar 
Growar  Kalationa  Bapartnaant 
Simklat  Growara,  Inc. 
14130  Xlvaraida  Prlva 
Shanuin  Oakai  California 


Sunklat  Growara  alncaraly  appraclataa  tha  opportunity  to  put  Into 
parapactlva  tha  poaltlon  It  playa  ai  a  growar-ownad  cobparatlvi  in  tha 
chain  of  avtnci  that  ociiur  In  tha  ttarkating  of  all  varlatlaa'of  citrua 
froM  California  and  Arizona,    Sunklat  la  conaldarad  unique  In  that 
It  hai  for  Ita  78-year  hlitory  aucceiafully  iiarkatad  approximately 
70  percent  of  the  production  of  citrua  In  California  and  Arlxona.  Thla 
la  aipaclally  unique  when  you  conalder  the  fact  that^  Iti  grower-iMn»bet 
agrccMenta  provide  that  they. have  the  option  to  withdraw  fron  tha  ayitaa 
once  aach  year. 

Tha  formation  of  Sunklat  In  the  1890a  waa  out  of  a  dlr«  nead  to 
provide  adequate  raturna  to  an  Induatry  which  waa  deatlned  for  oblivion 
unleaa  It  wai  able  to  organize  and  repraaan|  Itaelf  In  ■  unlflad  way  In 
thi  Market  place*    One  of  the  unique  featuraa  of  Sunklit,  ai  well  aa 
other  auccaiiful  cooparatlvaa,  li  that  beat  daacrlbad  ai  aalf-belp 
antirprlia  with  Iti  only  reiaon  for  exlatanca  balng  to  aarva  a  dlitlnct 
need  of  iti  Mawbara.    To  ba  Mora  apiclflc  about  Sunklat,- we  are  a 
fadaratid  Marketing  coopatatlva  rapraiantlng  8,700  growara  In  California 
aod  Arizona.    Our  aalaa  totallid  $344  mllllpn  thla  paat  aaaaon.  Our 
MMberahlp  li  jaatrlctid  to  growara  and  aiiociatloni  of  growara.  Thaaa 
lyoO  grower-»a«bera  hava  an  average  par-capita  ownanhlp  of  approxlwataly.  30 
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acr«a,   W«  ar«  basically  fn  organisation  of  s«all  growcra  who  hava  avallad 
thMMialvaa  of  thm  opportunity  provldad  tmdar  tha  Cappar'^Volataad  Act  to 
join  togetbtr  to  affect  tha  acononlaa  of  larga-acaXa  packing,  ahlpplng 
and  Mrkatlng.     Tha  Cappar-Voliftaad  Act  haa  provldad  tha  f  raatwprk  vharaby 
any  aff Idant  fanMir  ot  producar  of  agricultural  coaModltlaa  haa  tha 
opportunity  to  ba  a  viabla  part  of  OTintgriculturaX  coipwinlty^    Tha  Cappar- 
Volataad  Act  waa  not  dcalgnad  to.  lift  up.  tha  lnafflciant»  poorly  operating 
producar.    Ita  author*  vara  Motlvatad  by  tha  naad  to  halp  thoaa  that 
vara  willing  to  halp  artd  fpatf r  thalr  own  prosperity* 

It  wikht  be  well  at  thla  point  to  deacrlbe  our  federated  neture  ee  ^ 
oppopcd  to  e  centralized  cooperetlve«    At  the  beae  of  the  Sunklet  ey*te« 
ere  the  8«700  grower-iiewbere  loceted  In  the  two  etetce.    The  next  leyer 
le  the  locel  aaeocletlon  or  pecklnghouee  voting  unit  which  haa  »e«ber- 
ehlp  In  e  locel  dletrlct  exchenge«    Thera  are  epproxlmately  100  locel 
eeeocletlone  or  pecklnghouee  unite  who  geih  voting  repreeentetlon  through 
twenty  locel  dletrlct  exchengea.   It  le  et  thle  dletrlct  exchenge  level 
thet  the  coordlnetlon  of  Marketing  between  the  IdceX  end  Sunklet  central 
takfta  place  end,  eleo«  the  grower  repreeentetlon  on  the  ctntrel  Board  of 
Dlractore* 

Each  dletrlct  exchange* e  nuaiber  of  directore  on  the  boerd  ia 
detei(iijtli*d  by  ite  leet  three  yeera*  everege  voluwe  through  the  eyete«. 
A  f omule  provided  for  In  our  lylewa  providae  for  repreeentetlon  on  the 
beele  of  voluM.    In  eddltlon  to  eech  grower  having  an  opportunity  to 
determine  who  ehell  repreaent  hi«  at  the  local  level »  diatrlct  exchange 
and  Sunkistf  the  grower-»iMb«r  cootrlbutee  the  Monlea  required  to 
capitalise  the  organisation.    lach  grower  contribute^  cApltal  dollars  in 
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wUtiomhlp  to  th«  voluM  h«  warkata  through-tht  ayattm,  both  fraah 
«nd  procaaa«d.    Hia  capital  cradita  ara  rtpraattitad  by  phyaical  plattt 
faclUtlaa  And  Invantory,  auch  aa  our  two  product*  planta,  ona  for  orangas 
and  grapafrult  and  tha  othar  .for  laaona.   Othar  capital  it  am  ara  tha 
cantral  haadquartara,  ita  furniahinga  and  tha  lika. 

Oniqua  advantagaa  ayailabla  to  tha  aaalX  growar  thrpugli  tha  Sunkiat 
ayata«  ara  many.    Firat  of  all,  ha  takaa  advantaga  of  tha  larga^acala 
■arkating  thruat'  Sunkiat  haa  affactad  ovar  tha  yaara  of  ita  operi^on. 
^     Alao,  tha  aaall  grovar  can  obtain  aqual  traatiitnt  on  tha  baaia  of  aixa 
and  grada  of  fruit  ba  producaa  equal  to  a  larga  growiSr.    tha  ctntral 
pooling  ay/tea  in  our  product a  operational  aa  wall  aa  export »  providaa 
for  aharing  the  riak  and  Marketing  opportunitiee  which  wouM  not  be 
available  to  the  email  grbyer  unleee  he  bee  e  eyeteiR  ae  provided  for 
in  Sunkiat*   tocel  eeeocietione  are  cowprieed  of  lerge  ee  well  ei  eaall 
growere,  both  of  whom  recogniace  the  advantagee  to  be  gained  through  " 
utilizing  centraliied  ectivitiee. 

In  addition  to  pooling  at  the  centrel  level  for  tha  growere' 
benefit,  extcneive  pooling  progrewe  ere  conducted  at  the  loceX  eeeociation 
lavel.    Grower  equity. ie  aeinteined  through  theea  kinde  of  eyetewe  end' 
the  large  and  e»ell.  growers  are  rewerded  alike  for  quality^  sicee  and 
gtadee  produced,  but  the  greateet  benefite  derived  ara  the  ehering  of 
the  riekp  and  Barkating  opportunitiee, 

Si/ikiet'e  beeic  reeponeibility  ie  that  of  Marketing  end  those 
»   functione  thet  would  be  coneidercd  supportive  to  Marketing  or  whic'h  would 
in  eoMS  wey  enhence  the  value  of  tha  producti^  of  ite  Me«fiers*  Sunkist's 
^.^ssponsibility  for  the  groware'  fnllt  begine  when  the  locel  aasociation 
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or  pacUnghouse  prepare*  |:hc  fruit  ^f^^^  the  grade  qtialifl*-  " 

cAtionp,  cbfttainer  apecificmtionir  «nd  Other  fttandardizatlpiw  set  forth  ^ 
by  the  Boar4  pi  IHrector*,    The  retp^^^^ 

th#  proceed*  of  ••ie  *re  returned  to  the  local  association  are  that  of 
the  central  organization, 

I  think  it  would  he  teell  at  this  point  to  describe  son*  of  the 
activitie^Von*         marketing  chain  that  are  for  the  benefit  of  the 
8,J00  grower  oenbera,    Sunkist  is  engaged  in  extensive  advertising  and 
merchandising  campaigns  in  both  domestic  and  foreign  markets  for  the 
purpose  of  promoting  the  ^^e  of  freah  fruit.    Theae  marketing  activities 
^  are  carried  out  by  salaried  employees  located  in  43  officea  th^S]|pi|^o^ 
the  United  Statea  and  Canada  whoac  only  function  ia  to  repteaent  the  ^ 
i^wer  in  the  mlPrket  and  actually  sell  his  fruit,  /  it  ia  ea^tremely 
Important  that  the  grower  have  market  repteaentation  and  of  auch  a  aize 
that  he  can  he  heard  and  reckoned  with  as  a  responsible  and  effective  - 
force  in  the  marketing  of  his  crops.  :  .  ;    <     :  ,/ 

This  current  season  which  beg^  lfoVeiAer  l>^i971y        Board  of 
Directors  approved  an  advertiafta^^^ 

varietle^btalling  $8,5  million^   These  funds\jft  earmarked  for  uae 
in  the  purchaae  of  polnt-of-aale  material,  to  support  a  ataff  of  sixty 
merchandisers  in  the  United  States  an^  Canada,  to  purchase  advertising 
space  in  magazines  and  local  newspaper^,,  and  to  air  television  commercials. 
The  f unds  -will  slso  be  used  to  develop  trade  incentive  programs  to.  . 
encourage  customers  to  handle  and  merchandise  Sunkist  Citrus* 

Another  effective  sales  and  merchandiaing  program  Is  the  Consumer  • 
Service  Department  wh,lch,  alnce  the  192ds  ha*  tried  to  answer  queatiin* 
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and  provide  the  donsumer  with  helpful  inforwatipn  all  these  years;  We 
adopted  such  a  policy  because  we:  felt:  that  the  Only  way  to  succeasfully 
narfcet  a  food  product  was  to  havij^'iatisfied  customers  ^  Thifli  current 
season*  $300,000  is  budgetid  for  th±s  activity  which  Includes  free 
consulting  setvlce  to  hospitals,  hotels  and  large  inplant  feeding 
establishments^  institutional  research,  recipes,  coofcbbois,  and  food- 
page  service  to  newspapers . for  the  consumer's  benefit.    They  also  make 
televisioxt  and  public  appearances  on  consum«^r  matters. 

It  would  be  well  to  note  at  this  point  that  in  the  face  of 
subdivision  and  urbanization  in  traditional  citrus-producing  areas  of 
Califomia,  the  acreage  in  the  two  states  is  now  the  largest  It  has^^^iiSen 
in  the  history  of  the  industry.    Groves  have  been  urbanized,  and  at  the 
same  time y  new  areas  have  been  developed  in  the  San  Joaquin  Valley  and 
desert  valleys  of  California  and  Arizona.    The  nirke ting  of  the  production 
of  these  acres  is  formidable  in  itself  without  considerin^^^  fantastic 
->f     increase  in  production  in  Texas,  Florida,  and  other  citrus-producing 
^areas  of  the  world.    This  is  why  it  is  extremely  Important  that  citrus 
growers  today  are  represented  effectively  in  the  market  and  that  they 
take  advantage  of  all  the  economies  and  efficiencies  in  the  marketing 
chain  of  events,    Sunkist,  for  the  benefit  of  its  grower  members  is 
engaged  in  a  market  development  program  in  Europe  and  the  Orient*  Sunkist 
Growers  has  long  had  market  representation  in  these  other  areas  of  the 
world  and  last  year  nearly  twenty  percent  of  the  sixty  million  cartons^ 
fresh  marketed  by  Sunkist  were  sold  In  foreign  lands.    We  have  engaged 
in  market  development  programs  sponsoring  trade  teams  from  theSe  coimtries 
to  visit  the  producing  areas  of  California  and  Arizona  and  also  to 


o  234 
ERIC 


reprcwt  tht  irower  In  tariff  ici*gbti«tion»  to  insure  hi*  fair  trtatiwnt 
in  foreign  iunrlcett^ 

A  current  end  good  ^nmpU  of  the  grArerU  coll'ectiv*  id*Ant«ge  iii 
todayU  •ophitticnted  iwirket'l*  the  abilitj  of  Sunkitt  to^  obtaltt  the 
Uberalization  of  ciuotea  on  grapefruit  in  Japan  beginning  this  aeasofh. 
Sunkiat,  in  cooperation  with  Govenwent  agenciea^  waa  direct^i^  reapottaible 
for  the  liberalisation  of  the  quota  ayatem  on  le«ona  in  1964.  ^  Prior  to 
thia  liberalization,  growers  wete  aelling  approxiftiately  250,000  cartons 
a  year  and  in/ the  season  just  closed  Sunkist  sold  over  2.9  million  cartons 
of  Iciiona.    During  this  sane  {leriod  of  time,  the  f.o*b,  value  for  a 
forty  poiwd  carton  of  lemons  has  increased  froin  $3.A2  in  1964  to  $4j^5 
the  season  Just  closed;    We  are  extremely  optinistic  in  the  case  of 
grapefruit  and  our  track  record  on  lemons  gives  us  cause  to  be  ao.  We 
ate  scheduling  the  sale  of  a  thousand  cars  of  grapefruit  in  Japan  this 
year  compared  to  only  token  movement  in  previous  years*    These  two 
incidents  are  prime  exswples  of  the  grower's  effectiveness  through 
cooperative  and  organized  marketing « 
1^        There  are  other  are*s  where  a  grower's  membership  is  important  for 
the  benefit  of  marketing,  his  crop  efficiently.    We  have  represented  the 
grower  well  in  areas  such  as  negotiating  transportation  rates,  effecting 
the  lowering  of  rates  i  as  well  as  having  a  tempering  effect  on  incteased 
rates.    Wfe  also  carry  out  an  extensive  market  research  program  as  veil 
as  scientific  ressatch» 

Since  the  early  1900s,  we  have  engaged  in  tlU  processing  of  all 
vericties  for  the  benefit  of  the  grower  for  fruit  that  has  not  been 
suitable  for  the  fresh  market  or  excess  to  the  fresh  markitt,  Sunkist 
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currently  iella  over  1,600  proceiaied  «nd  manufactured  Items  for  Industrial 
use,  such  as  flavoring,  pectin,  and  many  other  products  used  in  the 
manufacture  and  production  of  food  products.    These  have  been  valuable 
grower  activities  and  have  provided  a  very  stabilizing  effect  on  prices 
jtn  years  of  high  production  or  frqst  years. 

Being  a  marketing  coojpera^ye  and  owned  by  its  grower  memberc; 
represented  by  capital  outlays  on^is  part,  Sunkist  has  no  control  over 
its  local  association  members  other  than  in  areas  of  fruit  quality^  ^ 
trademark  utilization,  and  those  things  pertaining  directl^Cd  marketing. 
Sunkist  does  not  hire  farm  labor  or  in  any  w*y  engsge  l^^his  function* 
It  would  be  well  to  note,  however,  that  Sunklst's  effectiveness  In  * 
marketing  the  crops  of  the  last  75  plus  years  has  been  the  main  force  in 
providing  a  successful  industry  which  certainly  hus  provided  jobs  and  ' 
employment  in  rural  communities, 

I  have  spent  a  lot  of  time  talking  about  the  benefits  to  the  grower 
in  the  Sunkist  System  but  it  would  be  well  to  mention  the  benefit  to  the 
consumer  as  a  result  of  the  grower's  marketljig  efforts.    The  consumer  9 
^enefits  in  that  he  or  she  can  rely  on  the  Sunkist  trademark  as  a  nam*  T 
with  consistent  quality  and  can  buy  it  with  confidence.    Also,  shfe 
benefits  greatly  from  the  eftlclencles  from  such  a  System  which  would 
not  be  available  to  her  if  the  growers  at;tempted  this  gigantic  task 
independently.  ^ 

The  citrus  crops  of  the  future  are  projected  to  be  quite  significant 
and  the  task  of  increasing  per~caplta  consumption  is  quite  formidably  if 
the  efficient  grower  is  to  expect  a  reasonable  return  for  his  efforts, 
m  our  opinion,  the  years  ahead  are  going  to  be  very  crucial  for  the 
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cltruik  f «r»«r  and  It  !•  going  to  b«  incrtaiingly  l^wrtant  to  hiM  that 
the  Warkcting  ayatem  b«  efficlant  and  that  ha'ia  repraaantad  wall  In  tha 
\aarlcet  placa  and  that  tbla  ia  avaiUbla  through  Sunklat  to  e^factivaly 
■eat  organised  buying  with  organlxad  aalllng. 
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Senator  Stevenson.  Let^s  proceed,  Mr.  Sullivan,  with  your  state- 
ment. Then  perhaps  we  can  come  ba6k  for  questions  to  both  of  you. 

STATEMENT  OF  JACK  SUIIIVAH,  CHAIEKAH  OP  THE  BOAED, 
CAHPOEHIA  CAHIQEBS  AND  GEOWEES,  SAN  EEANC5ISC0,  CALIF* 

Mr.  Sotltvan.  Mr,  Chairman,  Senator  Taft : 
^  My  name  is  J.  L.  Sullivan.  I  am  a  grower  from  Yuba  City,  which 
IS  north  of  Sacramento,  where  we  have  mostly  tree  fruit. 

I  am  a  founding  member  and  presently  chairman  of  the  board  of 
directors  of  California  Caimers  and  Growers. 
\      It  is  my*  understanding  you  would  like  to  hear  a  little  bit  about  our 
background,  why  we  were  formed,  how  we  operate,  what  some  of  our 
problems  are. 

Fundamentally,  the  reason  that  we  formed  California  Canners  and 
Growers  in  1958  was  because,  no.  1,  many  of  the  people  that  we  were 
doing  business  vrith,  private  packers,  were  going  out  of  business.  I 
think  in  1955,  as  an  exa^niple,  being  a  cling  peach  growerj  growers  in 
this  State  were  selling  to  approximately  43  canners.  Today  there  are 
only  11  caimers  active  and  3  of  these  are  cooperatives.  So  we  got  into 
this  area  before  many  of  the  terrible  things  happened  to  the  cling 
peach  and  to  the  canning  industry.  . 
'  We  strongly  represent,  I  think,  many,  many  growers  who  are  what 
we  call  small  growers.  Of  our  1,200  membership,  over  half  of  them 
deliver  less  than  $10,000  worth  of  products  a  year;  850  of  them  are 
below  $15,000  a  year.  We  think  through  our  orgtoization  that  we  are 
able  to  take  care  pf  these  small  and  medium  sized  growers  of  Cali- 
fornia fruity  and  vegetables. 

Cooperative  marketing  has  reached  a  higher  development  in  Cali- 
fornia than  in  vmy  other  State,  we  believe.  As  trecently  aS^^SYO  there 
were  over  $2  billion  sold  through  the  cooperative  marketing  organi- 
zation with  approximately  85,000  members. 

The  history  of  our  organization,  the  California  Canners  and  Grow- 
ers has  been  a  very  successful  one  up  until  1969.  At  that  time  the 
HEW  ban  on  cyclamates  was  issued.  We  suflfered  more  harshly  under 
this  ban  than  any  other  organization.  Until  that  time  our  growers, 
through  the  purchase  of  over  seven  different  cannerf*  private  can- 
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Slabout  how  large  they  are,  we  ™7Sn  ileTi^^^S 

the  long-term  studies.  , 
I  think  that  just  about  does  it  for  me. 
I  will  answer  any  questions.  Q„n;vaT,  follows-) 

(The  prepared  statement  of  J.  L.  Sullivan  toiiows.; 
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statement 
of 

J.  L.  Sullfvan 

Chilrman  of  the  Board  of  Directors 
California  Canners  and  Growers 
San  Francisco,  California 


January  13 »  1972 
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Mr/  Chaimn  and  Mnbars  of  tht  Subco«w1ttt«,     ntm  U 
jV  L.  SuTllvanNl  *«  Chtlrwan  of  tht  Botrd  of  Diftctors  of  C«11forn1« 
Ctnntrs  and  Growers,  a  growtri-ownad  procisslng  and  laarkttlng  cooptrativa. 
This  cooptratlva  Is  owntd  by  sowe  lZOO  wambtrs/tn  California  and  Wisconsin. 
It  optrates  nint.cannerlas  in  thai^a  two  statts  and  sails  a  full  Una  of 
cannad  fruits  and  vagatables  In  thls^ country  and  abroad,  1  m  i^$^f  a 
fanner  near  Yuba  City,  California,  where  I  manage  a  diversified  farming 

operation.  '  . 

I  understand  that  It  Is  your' desire  to  know  why  growers  took  _ 
the  stei^  of  forming  California  Cahners  and  Growers,  how  we  operate,  what 
ogr  history  has  been,  and  the  problems  that  we  now  face. 

I  belong  to  a  number  of  grower-owned  marketing  cooperatives. 
I  believe  stronly  In  cooperatlveiT a$  an  Integral  and  necessary  part  of  a 
free  enterprise  system  In  agriculture.   I  believe  from  my  own  observation 
and  participation  In  cooperatives  that  they  have  made  a  tremendous  contrl- 
.  butlon  to  the  agriculture  of  this .State.  Without  them  California  agri- 
culture would  not  hive  developed  as  fully  as  It  has,  and  many  small  and 
medium-sized  farmers  would  hot  have  survived  In  agriculture. 

Cooperative  marketing  has  reached  a  hljher  stage  of  development 
In  California  than  In  any  other  sUte.  We  are  proud  of  what  has  been 
done.  Cooperatives  have.cofttrlbuted  stability  to  California  agriculture. 
They  have  helped  to  develop  markets.  They  have  given  the  smaller  operator 
en  opportunity  to  partlclpaU  In  the  advantages  of  large-scale  processing 
apd  marketing  operations.  They  have  contributed  competition  In  the 
marketpiace  that  has  benefited  the  consumer  as  well  as  the  producer. 
Thay  have  competed  effectively  against  the  private  corporate  Interests 
In  agriculture  and  food  processing.  Up  until  October  1969,  when  the 
Department  of  Health,  Education  and  Welfare  began-lmposlng  Its  orders 
banning  the  manufacture  and  sale  of  cyclamate-sweetened  food  products. 
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C»liforni«  Canwrs  and  Growers  had  a  racord  of  oiarke^ing  succass  that  would 
stand  cofliparlson  with  that  of  any  California  fruit  and  toniato  cannar. 

Tht  reasons  why  growars  start  their  own  cooptratlvas  ara  quitt 
obvious.  They  are  not  satisfied  wl^  the  returns  from  selling  to  prIvaU  . 
,  buyers.  They  fear  that  eventually  their  Markets  nay  shrink.  They  believe 
that  through  vertical  Integration  they  can  not  only  assure  themselves  of 
.continuing  outlets  for  their  produce  but  that  they  caa  also  obtain  a  higher 
return  by  Investing  in  the'lr  own  processing  and  marketing  functions.  They 
also  look  forward  to  an  opportunity  to  grow  In  agriculture  through  the 
success  of  their  cooperative,  although  at  the  tine  a  cooperative  Is  fomied 
economic  necessity  is  usually  a  stronger  motive  than  eventual  increased 
growth. 

California  Canners  and  Growers  was  formed  in  1958  by  fewer  than 
500  growers.  The  founders  had  gone  through  a  long  process  of  Consultation  and 
research.  They  recognized,  that  the  number  of  canners  buying  their  products 
was  gradually  decreasing.  Economic  forces  in  the  canning  Industry  were 
encouraging  mergers  and  concentration  of  power  in  fewer  hands.  At  the  same 
time,  production  of  their  crops  was  increasing.  They  saw  the  day  when  the 
number  of  potential  outlets  for  their  crops  would  be  greatly  reduced, 
competition  for  these  products  would  be  cut  back,  and  greater  production  might 
well  mean  a  considerable  tonnage  each  year  which  would  be  without  a  regular 
market  outlet  and  this  would  have  the  effect  of  lowering  the  market  price. 
lteactlng^jgp!Sse>ift5^deration$  they  put  up  money  of  their  own-but  not 
much,  they  could  only  raise  less  than  a  million  dollars-j  they  arranged  for  t 
the  support  of  farsighted  bankers  who  agreed  that  creation  of  another  strong 
cooperative  in  the  canning  business  would  be  good  for  California  agriculture 
generally;  and  they  pledged  to  pay  a  portion  of  their  crop  returns  for  a 
number  of  years  ta)help  build  up  vrorking  capital.  Mith  that  they  proceeded  ' 
to  make  a  down  payment  on  two  privately-owned  companies.  These  were  smaller 
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coiipinies  that  were  finding  the  canning  business  highly  cowpetlttve.  H«d 
they  «ot  been  purchased  by  the  cooperative,  odds  are  that  by  this  time  they 
would  have  been  picked  up  by  larger  private  corporations .  . 

As  years  wertt  by,  the  cooperative  purchased  additional  faqllltles. 
Later  another  cooperative  In  the  olive  business  was  merged  Into  California 
Canners  and  Growers.  In  1968/69  we  constructed  a  vegeUble  cannery  In  Wiscon-  § 
sin  and  added  some  300  Wisconsin  fanners  to  our  ruembershlp.  *We  are  today  one 
of  the  iiajor  factors  In  selling  canned  fruits  and  vegetables  In  this  country 
and  the  largest  single  exporter  of  canned  fruits...  In  10  years,  California  . 
Canners  and  Growers  became  the  largest  grower-owned  cooperative  canning 
fruits  and  vegetables  In  the  United  States.  ^ 

We  are  extremely  proud  of  what  our  cooperative  has  been  able  to 
accMtpllsh.  It  has  not  been  easy.  We  jiave  had  some  difficult  years.  ,But 
we  performed  well  In  line  With  our  expectations  at  the  time  we  founded  the 
cooperative!  We  had  hoped  that  we  would  be  able  to  return  our  members  an 
additional  15«  over  and  above  the  value  of  the^rops  they  delivered  to  us. 
In  our  first  10  years,  we  did  somewhat  better  than  that^  In  1967/68  we  earned 
■  $7.1  million  on  $107  million  in  sales. 

In  years  when  we  were  making  mon^,  we  regularly  withheld  80*  of 
our  members^  shares  of  our  net  earnings  in  our  revolving  fund.  By  1967/68 
their  share  in  this  fund  had  reached  close  to  $30  million  as  against  the  less 
than  $1  million  they  originally  put  into  the  cooperative.  We  had  begun 
revolving  back  to  them  a  portion  of  these  reUins  each  year  on  a  7*-year  cycle. 
In  other  wprds,  the  portion  of  their  net  earnings  reUined  in  the  business 
each  year  Would  be  returned  to  them  7  years  later.   Up  to  1^68/69,  we  had 
distributed  $16  million.  At  the  same  time  we  had  repaid  all  the  contri- 
butions thiy  had  made  to  capital  in  the  first  year*  of  operation.  As  I  say, 
this  was  not  done  easily.  In  two  of  those  firft  10  years  conditionj^  were 
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such  that,  although  we  did  not  sufftr  •  net  loss,  our  earnings  were  so  small 
that  the  Board  decided  It  was  prudent  not  to  pay  our  members  the  full  value 
of  the  Crops  th^  delivered.  Over  the  long  run,  however,  we  were  getting 
along  very  welU   I  doubt  that  any  fruit  and  vegetable  canner,  private  or 
\  cooperative,  In  CaTlfomla  was  doing  any  better  on  its  operations  fn  this 
State.  Many  were  not  doing  as  well, 

did  not  take  long  after  we  had  begun  conducting  our  own 
business  before  we  realized  that  m  had  to  seek  a  better  marketing  balance. 
We  had  a  number  of  regional  brands  inherited  from  private  companies  we  had 
purchased.   But  most  of  our  business  was  private  label.   It  was  to  our  best 
Interest  to  develop  our  brands  and  expand  their  distribution.  This  Is  dif- 
ficult to  do  In  the  face  of  determined  competition  from  brands  already 
established  In  a  market.   However,  we  were  able  to  take  advantage  of  an 
opportunity  In  the  low-calorie  and  dietary  cajpned  fruit  market.   In  that 
particular  field  we  were  succe^ul  In  bulldlhg  our  DIET  DELIGHT  line  Into 
the  nation's  leading  brand.  V 

Throughout  our  existence  we  have  stressed  that  our  cooperative 
must  be  "market  oriented;"  In  other  words,  dedicated  to  serving  the  demands 
of  the  consumer  and  the  food  trade.  This  stems  simple  enough  but  In  a 
cooperative  there  1$  sometimes  a  tendency  to  take  what  the  grower-member 
would  Ilka  to  produce  and  try  to  sell  It,  rather  than  assure  ttiat  you  take 
only  what  the  consumer  wants  and  will  buy. ^e  have  strlved  to  adapt  ourselves 
to  the  market.   Our  plans  begin  with  our  marketing  division  and  Its  projec- 
tions of  sales  opportunities.  s 

A  grower-member  of  ours  receives^OJf  of  the  value  of  his  crop 
at  the  time  he  delivers  it.   He  racelves  the  remaining  40%  in  a  series  of 
progress  payments  over  the  following  11  months.  His  crops  are  pooled  with 
all  other  crops  we  recelve-at  present  they  number  14-and  when  final  \tunis 
jjVe  detirmlned,  a  member  shares  In  proceeds  from  the  pool,  not  just  from  the 
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crop,  or  crops,  he  himself  produces*   This  provides  diversification  and 
insurance  for  the  grower.  While  some  crops  in  the  pool  may  not  make  mone^ 
in  a  certain  year,  it  is  unlikely  that  all  will  be  losers* 

We  do  not  determine  the  price  paid  to  our  members  for  tlitir 
crops.  This  is  determined  by  the  price  paid  to  grower^  by  our  pHvately-owntd 
competitors,  Wel^jsel  that  it  is  dangerous  for  a  cooperative  to  set  raw 
product  prices  betause  it  tends  to  set  commodity  against  commodity.  Instead, 
our  policy  is  to  pay  the  going  commercial  phiee  as  determined  by  statistical 
mode  after  thorough  investigation.  Thus  our  raw  product  price  is  competitive 
with  that  paid  by  our  privately-^owned  competitors.  On  that  basis,  too,  the 
return  we  are  able  to  earn  also  becomes  a  good  indicator  of  how  we  are  per-* 
forming— both  in  processing  and  in  marketing  as  compared  to  our  corporate  , 
rivals*  As  I  have  said  before,  up  until  October  1969  we  were  doing  very 
well,         4  •  • 

At  that  time,  we  and  other  processors  were  faced  by  tht  Federal 
ban  on  manufacture  of  cyclamate^sweetened  foods.  Because  we  were  the  largest 
seller  of  cyclamate-sweetened  canned  fruits,  we  were  also  the  canner  hardest 
hit.  The  final  ban  on  sale  of  these  products  in  1970  was  even  more  destructive 
to  us  since  it  came  afi^r  we  had  taken  in  good  faith  our  Government's  assurance, 
that  we  could  continue  to  sell  the  millions  of  cases  we  had  until  they  were 
gone.  Had  we  not  received  this  assurance,  we  would  have  followed  a  very  different 
business  course.  As  it  was,  the  sudden  revocation  1n  1970  of  the  ^vernment's 
published  order  struck  us  a  far  greater  blow  than  even  the  original  order  in 
1969,   Everything  that  we  have  accomplished  in  more  than  a  decade  of  fffort 
on  behalf  of  our  growernnembers  has  been  seriously  jeopardized  by  these  succes- 
sive Govurnment  orders,  the  Admlnistrat^^Mias  agreed  that  we  are  entitled 
to  indemhlfication  for  our  tosses  and  we  are  now  scli'kfng  this  through  the 
Congress,  '  * 
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Had  It  not  bftn  for  tljt  cyclmttVders»  I  firmly  bell tvt  that  wt 

would  havi  coma  throuyh  tht  rtctntr difflcultlts  in  the  canning  bu$1r4$$  as.well 

as  anyone  In  Industry*  Canntrs  have  had  3  successive  years  of  oversupplles 

and  weak  prices."  Speaking  personally,  I  believe  this  has  bnn  the  most  difficult 

period  since  the /|930*s  for  growers  of  canning  fruits.  We  now  se«'V.  better  " 

balance  of  supply  to  demand  but  the  adjustment  has  been  costly,  particularly 

to  growers.  Thousands  of  acres  of  orchard  have  been  pulled  out,  either  under 

State-administered  pr?bgrams  or  Independently.   I  serve  on  the* advisory  board 

of  one  of  our  largest  banks,,  and  r  can  tell  you  that  credit  for  growers  Is 

very  tight.  Many  are  on  ttje  ragged  edge.  As  processors  have  cut  back  their 

buying  fn  re<:ent  seasons,  some  growers  have  been 'un4ble  to  find  a  market ^or 

their  fruit  at «any  price.  Many  are  having  extreme  difficulty  in  obtaining 

financing.     *  . 

In  such  a  situation,  the  grower-owned  cooperatives  are  particularly 
valuable  as.  stabilizers  in  agricutture.  By  and  large,  in  California  Canners  and 
Growers  vfe  have  beerr  able  to  get  by  without  drastically  cutting  our  Intake  of 
crops.  None  of  our  members  found  themselves  completely  without  a  place  to 
sell  their -produce.   In  the  case  of  our  cooperative,  we  hav#  been  unable  to 
pay  our  growers' the  full  value  of  the  crops  they  delivered^to  us  for  the  past 
2  years,  and  we  have  had  to  stop  making  payments  from  our  revolving^Wjd'.  Futher-, 
more,  our  working  capital  will  be  wiped  out  unless  we  receive  indemnij^ti on  for  ' 
our  cyclamate  losses.  However,  these  effects  are  due  to  the  cycli^^^ 
and  we  expect  them  to  be  remedied. by  indemnification.  Again  I  say  that,  had  we 
not  been  faced  with  the  cyclamate  losses,  our  grower-members  would  have  come 
out  in  far  better  shape  than  many  growers  who  sold  to  privately-owned  corporate 
canners. 

In  brief.  I  think  there  is  no  doubt  that  the  extensive  development  of 
cooperatives  in  every  facet  of  Califorrtia  agr*1culture  has  benefited  both  the 
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producer  arid  the  cbnsumel^.    It  has  been  good' for  the  general  ecdnoiny  of  the'  ' 
State.   1  believe  that  the  cooperative  is  the  ba^on  df  free  enterpr^;Se  . 
opportunity  for  the  small  and  medium-sized  family  fanner. 

/  As  such,  it  deserves  sympathetic  handling  by  Government,  parti- 

cularly ia  the  field  of  cr^it.   CoQperatlfe  typically  iir^d  tt  difficult  to 
accumulate  working  capital  r'apidly  enough  to  exploit  thejf  opi^tunitigs  in 
marketing.    The  law  requires  that  at  Uast  ^0%  of  our  net  proceeds-in  a  given  • 
^year  must^  be  distributed  to  our  members  In  cash.   They  must  pay  income  taXiss 
.not  only  on  that  portion  but  also  on  the  80%  that  we  retain  in  our  revolving 
fund--even  though  they  might  not  receive  that  money  for  years  to  coml^i^  llie 
inflationary  effect  in  recent  years  has  seriously  decreased  the  value  of  these 
retains.    The  prac'y^al^^«f^ct  ^or  a  grower  up  in  years  is  that  of  reducing 
the  value  0^  his  private  pension  fund.    He  pays  the  tax  on  his  income  J)ef ore 
he  gets  it  and.  by  the  time  he  gets  1t>  its  value  is  reduced  by  inflation, 
r  believe  that  special  and  sympathetic  attention  shoul^t  be  given  b^ 
Government  to  these,  problems  of  cooperatives  and  tlT^ir  members. 

There  has  been  nfuch  debate  over  the  value  of  marketing  orders 
in  agriculture.    The  debate  varies  according  to  the  purposes  for  which  the 

orders  are  1otended»  the  heaviest  attacks  coming  against  orders  designed 

•  > 

to  give "growers  some  control  over  supplies  reaching  the  market.  Speaking 
personally^  I,  i^yself,  favor  enabling  legislation  which  will  open  the  wiay 
for  growers  to  adopt  such  orders  when  the  need  dictates  such  action.  Th^ 
should  have  the  right  to  join  in  this  type  of  activity  on  the  basis  of  a 
majority  ^ote  of  the  growers  involved.   Many  ecbnomi^^^ffflcul ties  facing- 
farmers"  arise 'because  our  ability  to  produce  outruns  our  ability  to  market. 
Legislation  should  be  passed  making  available  the  tools  to  control  pro- 
ductibn  when  it  gets  out  of  hand.  > 

California  Canners  and 'Growers  is  the  largest  exporter  of  canned^ 
fruits.* from  this  country.   Among  the  han^/fcaps  we  have  faced  recently  in 
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thfs  trade  are,^ffrst,  a  very  high  ocean  freight  rate  between  the  Pacific 
Coast  and  our  principal  European  markets  and,  secondly,  the  dock  strikes 
which  shut  off  movement  to  overseas  markets  just  at  the  time  when  our 
exports  are  usually  at  their  seasonal  high, 

>^e  arfe  attempting  to  do  something  about  the  freight  rate  by 
joining  with  other  exporters;  in  a  new  organization.   We  hope  that  this 
organization  will  mobilize  such  volume  that  we  shall  be  able  to  make 
lower  cost  arrangements  than  those  established  by  lines  that  have  tradi- 
tionally  carried  our  goods.   Ii^-not,.W6  shall  continue  tp  seek  our - 
Government's  help  in  reducing^  or  offsetting "^the  rates  set  by  foreign^ed 
shipping  lines  that  now  dominate  the  trade  with  Europe.  ' 

In  the  export  field  we  also  face  stfern  competition  from  sub- 
sidized'exports  of  canned  fruit  from  Australia  as  well  as 'subsidized' imports 
of  canned  tomato  products  from  the, Mediterranean  area.   We  need  our  , 
Government's  vigorous  help  in  meeting  these  threats  to  our  econony  and^to  the 
nation's  balance  of  payments. 

Successive  labor  stoppages  in  the  trucking,  rail  and  shipping 
industries  within  the  past  18  months  have  been  devastating  to  our  marketing 
efforts.  Not  just  to  us,  but  to  all  of  agriculture.   A  new  look  must  be 
taken  at  our  methods  of  collective  bargaining,  seeking  some  way  of  avoiding 
these  stoppages  that  bear  so  heavily  on  the  general  econony  and  on  those 
npt  directly  involved  in  the  disputg  in  question. 

In  closing,  may  I  say  that  cooperatives  are  an  essential  part 
of  American  private  enterprise.    They  operate  under  slightly  different  legal 
status  than  private  corporations  butrthis  has  drawbacks  as  well  as  advan- 
tages.  And  we  do  not  seek  advantage,  only  the  opportunity  to  compete. on 
/s^i^^en  terms.   Given  equal  opportunity,  we  do  not  fear  competition  of  any 
kind,^  whether  from  conglomerates  or  anyone  else. 
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We  are  democrattcany  governed  by  our  own  members  who  elect 
their  directors  by  secret  ballot.   The  Board  and  the  management  are  directly 
responsive  to  our  members. 

'  Cooperatives* are  a  natural  response  in  these  times  to  the 
difficulties  that  growers  face.    It  appears  to  me  that  the  Congress  interested 
in  preserving  the  social  and  economic  advantages  of  the  family  farm  should  be 
deeply  concerned  with  assuring  that  grower-owned  cooperatives  have  the 
opportunity  to  make  their  way.  : 

Thank  you  for  inviting  me  to  present  my  views. 
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Senator  Stevenson.  You  mentioned  (^-edit,  Mr.  Sullivan.  We  have 
heard  a  good  deal  about  availability  of  Credit  for  farmers.  Is  it  dif- 
licult  for  your  members  to  obtain  adequate  credit  for  your  caiminc 
operation?  ^  -         ^  ^ 

•  Mr.-StJiJDJVAN,  We'have  presently,  I  serve  oti  two  different  bank 
boards,  and  our  locality  up  north  of  Sacramento,  I  am  on  the  ad- 
visory board  of  the  Bank  of  America  and  vice-chairman  of  the  Yuba 
oity  J^ederal  Land  Bank.  I  am  also  a  member  of  the  advisory 
committee  of  the  Berkeley  Bank  of  Cooperatives,  so  I  have  some- 
what of  a  background  in  this  area. 

As  far  as  California  Canners  and  Growers  are  concerned,  I  would 
say  we  would  not  be  in  existence  today  if  it  were  not  for  the  large 
banks  in  this  State.  We  started  making  a  search  to  organize  and  to 
enable  a  group  of  growers  to  get  together  way  back  in 
1^56,  1957,  and  1958.  We  talked  to  the  banks  in  this  State  and  they 
thought  there  was  a  need  for  a  good  cooperative,  a  good  coopera- 
tive that  would,  say,  balance  prices  and  help  the  growers.  So  I  fidnk 
what  I  am  talking  about,  sir,  at  this  time,  is  vre  are  running  into 
new  problems  all  the  tune,  both  as  growers  and  as  canners.  I  think 
that  we  have  the  tools  in  the  present  commercial  banks  and  in  the 
Orovernment  banks  sUch  as  PCA,  Federal  Land  Banks,  and  coopera- 
tives, to  go  a  step  farther  as  far  as  financing  is  concerned.  I  think 
there  IS  a  great,  great  future  here  as  far  m  studies  should  be  made 
in  this  area. 

Senator  Stevenson.  Let  me  ask  you  a  question  about  tax  policy. 
1  address  this  question  to  both  of  you.  It  has  been  suggested  repeat- 
edly m  these  hearings  that  one  of  the  difficulties  growers  face  is 
competition  from  people  in  farming  for  tax-loss  purposes.  I 
also  understood  that  citrus  growers  are  treated  differently  from 
walnut  growers,  and  that  costs  of  production  of  citrus  cannot  be 
offset  against  income  in  the  same  way  that  the  costs  of  production 
walnuts  can.  Are  citrus  growers  in  better  shajpe  because  they 
aren  t  threatened  by  syndicate  farming  and  by  corporate  farming 
for  tax-loss  purposes?  ^  & 

Mr.  Anderson.  There  is  syndicate  or  conglomerate  farming  of 
citrus  in  Cahfomia  as  well  as  any  other  commo^ty. 
^  Senator  Stevenson.  My  impression  was  that  syndicates  were  mov- 
ing out  of  citrus  now  and  into  other  forms  of  agricultural  products. 

Mr.  Anderson.  What  it  amounts  to  is  that  the  first  5  years  of  pro- 
duction the  grower  has  to  capitalize  and  not  expense.  After  that 
p^iod  of  time,  it  can  be  deducted  or  expensed  on  his  income  tax. 
What  happened  when  that  was  put  into  effect  on  January  1,  1970, 
was  that  two  things  occurred— low  income  the  previous  year  de- 
terred planting,  as  well  as  the  Tax  Keform  Act,  so  there  were  very 
lewplantmgs.^ 

What  happened  was  there  was  an  enhancement  in  the  value  of 
existing  productive  growers.  But  there  is  still  a  lot  of  plantings  that 
are  preferred  last  spring  in  some  areas  and  again  in  the  next  spring, 
both  m  grapefruit  and  in  lemons,  because  they  look  like  a  promising 
variety.  So  it  had  some  effect  but  there  was  some  economics  in- 
volved, too.  It  is  hard  ta  say  whicJh  was  the  most.  ^ 

Mr.  Sullivan.  In  this  area,  sir,  I  think  that  my  point  is.  as  far 
as  tax  laws  or  changes  are  concerned,  several  years  ago  before  the 
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Federal  law  of  1966,  I  think,  was  passed,  we  in  California  had  a 
cooperative  tax  law  that  was  based  on  the  following :  That  we  had 
to  pay  out  to  the  cooperative  20  percent  each  year  to  the  grower-— 
profits  I  am  talking  about.  There  would  be  no  tax  on  the  balance  for 
a  period  of  6  years.  During  this  period  of  6  yearSj  these  retainings 
would  have  to  be  revolved  out,  otherwise  they  would  be  taxed  as  far 
as  the  parent  corporation  was  concerned. 

The  Federal  law,  as  you  know,  is  20  percent,  80  percent  retained, 
but  the  individual  member  bases  taxes  on,  and  since  that  time  Cali- 
fornia has  changed  ovgr  to  follow  this.  .    ^  ^  ^ 

But  I  think  the  reason  this  law  exists,  this  is  a  personal  opinion>^^;^gipi., 
is  there  are  so  many  different  types  of  cooperatives  in  this  country, 
there  are  marketing  cooperatives,  there  are  purchasing  cooperatives,  ^ 
there  are  insurance,  different  types,  and  they  each  have  a  different 
tax  problem  as  far  as  the  Government  is  concerned. 

I  think  the  present  law  that  we  have,  the  Federal  law,  tries  to 
encompass  too  many  of  these  cooperatives  into  one  law.  Some  of 
-  them  suffer,  as  the  marketing  cooperatives,  I  think  we  do  now. 

Your  question  about  citrus  and  walnuts,  so  far  anyway,  has  not 
applied  to  California  Canners  and  Growers  because  we  are  in  the 
peach,  pear,  apricots,  and  tomatoes. 

Senator  Stevensox.  How  do  you  in  this  cooperative  canning  venture 
market  your  product  ? 

Mr,  SuLUVAN.  If  I  understand  the  question,  we  are  a  marketing 
cooperative.  We  have  sales  of  around  a  hundred  to  a — ; — 
Senator  Stevenson.  To  whom  do  you  sell?  '  .  ^ 
Mr.  StoiUVAn.  We  are  mostly'what  are  called  private-label  pack- 
ers. We  sell  to  Safeway,  A.  &  P.,  and  Krogers.  We  are  the  largest 
private-label  packer  in  the  land.  We  also  are  the  largest  fruit  ex- 
porter. We  have  private  labels. 

Senator  Stevenson.  You  said  you  were  not  concerned  about  con- 
glomerates in  agriculture,  if  I  understood  you. 

Mr.  SuLUVAN.  At  the  present  time  I  believe  that  we  are  simply 
in  a  competitive  position.  So  far  wiB  have  been  competing  against 
the  Del  Monte's,  the  Hunt's,  the  Libby's,  the  Stokeley^s,  and  we 
have  come  out  very  well,  so  I  think  these  conglomerates  are  going 
to  take  a  long  look,  when  they  attack  us,  they  are  going  to  be  get- 
ting into  the  same  business  with  the  Del  Monte's  and  Libby  s  and  it 
is  quite  a  business  right  now,  a  very  competitive  business. 

Senator  /Stevenson.  You  are  not  concerned  about  Tenneco  or  its 
retail  establishments  supplying  its  own  requirements  to  the  exclu-  ^ 
sion  of  yqur  business?  .  .     ^  ^ 

Mr.  SttLlivan.  Maybe  I  am  making  sm  error  m  discussing  ie^eco  . 
because  presently  they  are  not  growing  the  same  type  of  proaucts 
that  we  are.  In  talking  about  the  future,  I  do  not  believe— I  will  put  . 
it  this  way— I  think  that  the  products  they  are  in  presently  and  are 
developing  are  products  that  have  had  a  marketing  problem,  and 
maybe  there  was  something  that  could  be  done  through  conglomer- 
ates or  through  vertical  integration.  It  is  not  as  advanced  as  it  is  in 
the  fruit  and  vegetable  industry.      ^    «    , .  .  a  j 

Senator  Stevenson.  Membership  in  Sunkl8t,  ^  Mr.  Anderson,  is  . 
open  to  all  citrus  growers  in  Arizona  and  California? 
Mr.  Anderson,  xes.'  ,      j  •  « 

Senator  Stevenson.  I  don't  know  whether  you  heard  the  previous 
witnesses,  Jbut  it  seems  that  Sunkist  had  been  an  extraordinarily  - 
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i^?^^ ''^"'"'^  from  what  I  have  heard,  and  has  been  of  great 
help  to  the  growers  in  Anzona  and  CaUfomia  and.  I  dar^  sa?,  to 
the  consumers,  too  It  has  been  so  successful,  though,  that  growers 
in  other  parts  of  the  country  are  suffering.       ■  * 

I  mentioned  some  of  the  groves  I  saw  in  Texas  where  fruit  was 
rotting  on  the  trees.  What  is  the  answer,  increased  individual  con- 
fflimption  at  hom6  and  in  the  world,  or  are  those  growers  in  other 
out  of  bMin^? "       '  ^  enterprising  as  your  growers  just  going 

Mr.  Anderson.  Once  you  become  a  member  of  a  cooperative  mar-  ^ 
Jtetmg  orgamzation,  you  give  up  some  -independence  and  in  s<>me 
areas  growers  have  bem.  reluctant  to  do  so.  We  have  spoken  to  the 
people  m  Texas  often..  They  have  come  to  visit  us  and  tried  to  learn 
what  we  have  done  and  see  if  they  couldn't  do  the  same  thing.  In 
tact,  the  man  consulting  with  them  now  was  once  a  former  presi- 
aent  of  bunlast,  to  give  some  help  to  them  in  getting  out  of  the 
hole  they  are  in,  which  isn't  easy.  However,  they  have  not  had  the 
wiiiin^ess  on  the  part  of  the  producers  themselves  to  join  together 
and  give  up  some  of  that  independence  :  •  That  is  what  the  price  is 
going  to  be  and  very  strict  trademark  regulations,  strict  container 
laws  within  the  corporation,  and  all  these  things  must  be  had  if  you 
are  going  to  have  kind  of  a  united  marketing  firm. 

Also  bear  in  mind,  too,  that  Florida  is  the  largest  producer  of - 
citrus  in  the  world,  plorida  has  a  million  acres  of  citrus  and  most 
ot  It  IS  raised  for  that  purpose,  for  canning  and  for  frozen  orange 
juice  and  that  is  a  formidable  competitor  to  fresh.  Econocially  a  lot 
ot  homes  can  t  afford  fresh  oranges  compared  to  buying  canned  to 
feed  to  their  children. 

Senator  Stevenson.  Are  not  all  Sunkist  oranges  sold  for  process- 
ing? , 

Mr.  Anbbrson.  Yes,  we  proceiss  all  varieties  of  citrus  in  our  own 
plants  and  marketed  to  some  extent  under  oiir  own  label. 

Sfiiator  Stevenson.  Including  canning  and  freezing? 

Mr.  Andehson.  Yfts;  and  we  mainlyare  involved  in  manufactur- 
ing products  for  other  fabricators.  We  sell  tank  juice  or  frozen 
barrels  of  juice.  We  do  blending  and  do  a  lot  of  private  label  work 
for  chain  stores. 

Senator  Stevenson.  Senator  Taft. 

Senator  Tapt.  Thank  70U,  Mr.  Chairman. 
,  Mr.  Anderson,  I  take  it  tharyou  have  now  no  exclusive  bargain- 
ing rights  with  these  individuals  who  are  members,  is  that  right? 

Mr.  Anderson.  No. 

Senator  Tait.  What  do  they  contract  to  sell  their  entire  output 
to  you?  ^ 

Mr.  Anderson.  They  sign  a  marketing  agreement,  grower  mar-  S 
keting  agreement,  with  us  and  they  agree  to  deliver  all  of  their  pro- 
duction to  us  and  sell  it  all  and  accept  complete  responsibility. 

Senator  Taft.  Each  year  they  have  a  choice  as  to  whether  to  go 
ahead  or  not  to  go  ahead? 

Mr.  Anderson.  That's  right.  It  is  usually  a  two-week  period  each 
year  in  September  when  they  can  choose  to  leave.  It  is  a  perpetual 
contract  with  a  withdrawal  proyisipn  for  2  weeks  every  year. 
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Senator  Tait.  If  somebody  pulls  out,  they  can  then  go  out  and 
sell  to  anybody  elise  at  any  time? 

Mr,  Anderson.  Yes;  I  think  often  they  say,  we  sell  to  Sunkist, 
and  that  is  not  an  accurate  term.  . 

Senator  Taft.  Mr.  Sullivan,  you  mentioned  you  are  on  a  number 
of  bank  boards.  Do  you  feel  there  is  a  conflict  of  interest  between 
serving  on  these  boards  and  performing  duties  you  have  with  the 
canners? 

Mr.  STJiiiiiVAN.  No.  The  boards  that  I  serve  on  are  grower-ori- 
ented boards.  I  nm  talking  abdutj  if  I  understand  what  you  are 
talking  about  a  conflict,  a  small  bank,  both  of  them  are  in  Yuba 
City,  and  we  do  not  in  California  Canners  and  Growers  borrow  any 
moneys  from  these  banks^  ^  ' 

Senator  Taft.  But  you  are  on  an  advisory  committee  to  other 
banks?  • 

Mr.  StTLiiiVAN.  I  am  on  an  advisory  committee  of  the  Bank  at 
Marysville,  which  is  the  Bank  of  America.  We  borrow  money  from 
that  office  for  California  Canners  and  Grower^.  The  Bank  cjf 
America  in  Marysville  does  not  have  any  funds  that  go  to  Cali- 
fornia Canners  and  Growers;  most  of  their  loans  are  to  growers. 

ThQ  Federal  Land  Bank  is  in  mortgages,  deals  in  mortgage  loans. 
Funds  are  available  for  long-term  real  estate  loans  to  growers  only. 

Senator  Taft.  Thank  you.  Thank  you,  Mr.  Chairman. 
^  Senator  Stevenson.  Is  Mechanization  coming  to  the  citrus  grow- 
ers? 

Mr.  Andebson.  Not  very  fast.  They  are  still  picked  by  hand  and 
each  orange  and  lemon,  all  citrus,  is  clipped  oy  hand.  We  have 
developed  a  quicker  clipper  that  provides  the  picker  can  woj:k  more 
efficiently.  All  oranges  are  graded  by  hand  in  the  packinghouse  and 

Sacked  by  hand.  *Lemons  are  packed  by  just  dumping  them  in  a 
ox  or  singulated  in  a  volume-fill  arrangement. 
Things  that  have  changed  in  the  packinghouse^  are  more  modern 
washing  equipment  and  more  modern  air  conditioning  and  things 
of  that  nature,  fork  lift  tnicks,  but  actua%  those  things  you  do 
with  the  fruit  are  still  done  so  much  by  hand.  In  fact,  there  is  some 
harvesting  work  that  is  abandoned  becau^it  is  unsuccessful.^ 

Senator  Stevenson.  You  don't  foresee  aity  drastic  changes  in  the 
near  future? 

Mr.  Anderson.  No.  We  are  trying  some  things  but  they  look 
very  dim. 

^  Senator  Stevenson.  Is  that  true  in  the  canning  industry  also, 

Mr.  Sullivan? 

-  Mr.  StTLLiVAN.  You  were  discussing  the  tomato  industry  with  the 
last  two  gentlemen  that  were  here  and  before  that  today  there  is  no 
question  about  the  mechanization  in  tomatoes,  that  around  90  per- 
cent of  the  crop  is  picked  by  machines.  This  started,  I  would  say, 
about  6  years  ago,  and  I  would  say  there  were  more  people  em- 
ployed, agricultiiral  workers,  in  die  tomato  industnr  than  in  any 
other  fruit  or  vegetable  industry  In  the  state.  There  has  been  a  tre- 
mendous change  there  in  replacement  of  labor..  At  that  time  there 
were,  I  think,  approximately  100,000  Mexicaia^^ionals  who  came 
in  annually  to  help  harvest  the  tomato  crop^  before  this  program 
was  terminated.  But  also  there  were  many,  many  local  Calif ornians 
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worldng  in  the  tomato  crop  who  were  displaced.  Some  of  these  fic- 
ur^  and  some  of  these  problems  still  exist. 

Senator  Stevenson.  Mr.  Anderson,  does  the  v^ETof  the  growers 
wiio  are  on  the  Sunkist  board  depend  on  the  volmne  of  their  pro- 
auction  I  Is  that  an  oversimplification? 

Mr.  Andi^son.  Each  grower  has  an  opportunity  to  elect  his  rep- 
resentative.  The  volume  factor  comes  involved  when  the  20  district 
exchanges  elect  their  members  to  the  central  board,  the  Sunkist 
board,  ihere  is  where  the  volume  comes  into  play.  The  larger  the 
volume  in  the  district  exchange — -  «    ^  * 

Senator  Stevenson.  In  the  district  exchange? 
level  "lore  representatici^n  at  the  local 

Senator  Stevenson.  Within  the  district  exchange  unit  each  grow- 
'      regardless  of  volume,  has  the  same  vote? 
Mr  Anderson.  That's  right;  that's  right. 

Senator  &TB\^N80N.  It  sounds  likp  a  very  democratic  system.  I 
was  wonting  whether  the  effect  was  to  give  the  large  growers  the 
control  XJt  the  board  and  therefore  control  of  prices  and  the  power 
fanners?^"  exercised  to  the  disadvantage  of  the  smallest 

^  example,  in  one  of  our  local  associations, 
one  of  the  members  is  Goodyear  Farms.  They  are  a  farmer  in 
Arizona  as  well  as  making  tires.  They  have  one  vote  along  with 
another  man  on  the  board  that  I  know  has  10  acres,  so  they  have 
the  same  opportunity. 

Mr.  SuLUVAN.  Could  I  make  one  more  statement,  please? 

benator  bTEVENSON.  By  all  means. 
;  Mr.  Sttluvan.  We  in  the  fruit  and  vegetable, industry  do  not  par- 
ticipate m  any  subsidized  programs.  We  receive  no  subsidies  and  we 
do  not  want  to  receive  any.  But  during  the  past  several  years,  be- 
cause of  outside  influence,  we  have  lost  approximately  50  percent  of 
our  export  fruits  to  Western  Europe  and  to  the  United  Kingdom 
and  wo  have  lost  this  because  of  subsidies  or  grower  or  canner  sub- 
sidies by  the  Australian  Government  and  the  South  African  Gov- 
ernment. We  m  the  California  fruit  and  vegetable  industry  will 
compete  with  anybody  in  the  world  as  far  as  our  products  are  con- 
cerned, as  far  as  quality  and  cost,  but  we  cannot  compete  with  Gov- 
ernments. We  are  not  that  big  or  we  are  not  that  efficient.  So  I  think 
that  we  are  going  to  be  bacJc  in  Washington  within  the  next  sev- 
eral months  askmg  our  Government  for  help. 

Senator  Stevenson.  What  kind  of  help  do  you  need? 

Mr.  StTLUVAN.  I  think  we  had  an  understanding  with  the  Austra- 
lian Government  2  years  ago  to 'stop  the  subsidies;  they  call  it  an 
MDA  fund  that  they  developed  and  they  said  they  would  stop  it. 
Otherwise  we  had  two  separate  meetings  with  them  and  our  Gov- 
ernment said  that  they  were  going  to  do  something  about  it,  either 
subsidizing  our  freight  rates,  shipping  rates,  to  the  United  King- 
dom or  to  Western  Europe,  unless  they  ceased  and  desisted,  which 
they  did,  but  now  they  have  started  again. 

We  have  the  Same  problem  with  shipping  in  South  Africa.  Tliey 
have  some  type  of  Government  help— we  can't  even  find  that  out, 
but  we  do  know  their  rates  are  something  like  about  80  percent  of 
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irhEt  our  rat^  kre  per  mile.  We  have  understandings  and  then  we 
loee  out.  As  a  result  we  are  loeing  a  tremendous  amount  of  our  busi- 
ness* What  happens  is  that  our  growers  either  have  to  throw  food 
on  the  ground  or  we  have  to  eat  it. 

Senator  Taft.  Are  you  using  Export-Import  Bank^s  financing  or 
guarantee  programs? 

Mr.  Stolxvan.  No.  . 

Senator  Tatt.  Or  insurance  programs?  J 

Mr.  StJLiJ[VAN»  No.  ^  ^ 

Senate  Stevenson.  You  do  receive  some  help  in  the  form  of 
marketing  orders  which  control  imxK)rtation?  ^  i.-  i 

'Mr*  StTMJVAN.  I  am  an  advocate  of  marketing  orders.  I  think 
they  arc  a  must  as  far  as  cooperatives  are  concerned,  both  as  far 
as  rescarchj  merchandising,  advertising,  and  crop  controls,  ^but 
there  are  no  moneys  from  any  type  of  Government  subsidies..  These 
are  programs  that  growers  and  canners  use  and  put  in,  but  there  is 
no  Government  pay  of^any  type.  ,  n 

Senator  Stevensox,  You  say  that  there  is  no  fruit  and  vegetable 
crop  subsidy?  It  could  be  argued  that  there  are  other,  more  indirect 
subsidies,  such  as  irrigation  programs*  We  have  been  htfanng  a  lot 
about  water  today,  Tlicre  certainly  are  some  benefits  derived  J>y  the 
growers  and  the  cooperatives  from  Goveminent  policies,  mcluding 
benefits  determined  through  marketing  orders.  ,  £n 

Mr.  SuMAVAN.  These  same  things  existed  in  Australia  and  feouth 
Africa  but  on  top  of  that  the^f  are  able  to  generate  more  funds  from 
the  Government.  .... 

Senator  Sxevensox.  1  thank  you  goth  very  much  for  joining  us. 
Your  remarks  have  been,  very  helpful  to  us.  -  , 

Our  next  witnesses  are  Mr*  Manuel  Santana,  Mr.  Alfred  Navarro, 
Mr.  David  Kirlq>atrick,  Iklr.  Tereso  Morales,  and  Mr.  Juan  Godmes 
representing  the  Cooperative  Campesina. 

Gentlemen,  do  you  have  any  prepared  statements  you  would  like  ^ 
to  read,  or  would  you  prefer  ]ust  introducing  them  into  the  record? 
If  it  is  possible,  it  would  be  preferable  to  summanze  any  such 
statements  because  we  are  running  so  lat«.  If  you  will  do  that,  we 
will  enter  your  full  statement  into  the  record. 

STATEMENT  OF  DAVID  H.  KIEKPATEICi:,  OH  BEHAWP  OF 
(aEJNTRAL  COAST  COUNTIES  DEVEMFHENT  COEF.,  ACCOM- 
FANIED  BY  MANDEL  SANTANA,  ALFEIS),  NAVAEEO,  TEBESO 
MOEAIES,  AND  JUAN  GODINES  '  . 

Mr,  Knucft/iTRiCK.  My  name  is  David  JCirkpatrick.  I.am  fi  board 
member  of  Central  Coast  Counties  Development  Corp.  and  general 

coimsel.  .      ,   .      ,  V  •  ^ 

I  have  a  prepared  statement  which  I  will  submit  Jind  briefly  sum- 
marize it*  _       ^      ,  .  t  . 

I  have  with  me  at  the  table,  this  is  Mr.  Tereso  Morales,  president 
of  Cooperative  Campesina,  and  I  think  he  would  like  to  present 
some  strawl^erries  to  you.  .  ,         xi    'x  x  vi 

Senator  SruvKNSOJr.  I  have  already  sampled  them,  they  taste  like 
fruit. 


ErJc  255 


1873 

Mp.  KoRAtEs.  This  is  a  sample  of  some  of  the  hard  work  we  have 
n?me  of  thf  w-op  ^  ^  ^"^  ^  ^'"P^®  i»  the 

Senator  Stevenson.  Thank  you  very  much.  I  will  have  to  figure 
out  how  to  get  those  on  the  airplane.  *  . 

Mr.  KiRKEATRicK.  Mr.  Juan  Godines  is  also  a  member  of  the 
CMperative  Campcsma,  and  Manuel  Santana  and  Alfred  Navarro. 

It  1  could  bnefly  summarize  my  statement. 

Central  Coast  Counties  Development  Corp.  is  a  nonprofit  corpo- 
ration which  wag  establisjied  to^provide  technical  assistance  to  low 
income  minority  groups  who  were  interested  in  getting  into  some 

;SiLo"''"i'^.'"*rP,"^-.'"'«  8'"«"P  actually  organized  in 
about  1969  and  it  took  almost  a  year  to  get  the  first  money  to  acquire 
a  staff  and  get  going.  We  got  our  first  grant  in  1970  and  at  that  time 
tooK  on  as  the  Mngle  most  important  project  putting  together  a 
strawberry  co-operative  of  which  Co-operativa  Camp^ina  is  now 
nwn^vf'^^ir/ux'''"^^  was  one  of  the  group  of  men  who  was  in. an 
uHjU  title  in  (b}  migrant  education  program  who  were  interested 
m  developing  this  type  of  cooperative.  Wc^orked  with  them;  we 
put  together  our  package/and  went  around  trying  to  get  someone  to 
put  money  into  this  sort  of  a  cooperative.  At  the  Farm  Home 
Administration  we  got  turned  down.  We  went  down  to  the  Bank 
ot  Cooperatives;  we  went  to  a  number  of  private  banks.  Initially 
there  lust  wasn't  anyone  interested  so  it  was  a  real  struggle  getting 
this  off  the  ground.  Wo  Were  sort  of  discouraged  but  fortunately 
the  farmworkers  themselves  were  not. 

Senator  Stevenson.  Let  me  interrupt  if  I  may.  The  project  was 
put  together  originally  by  Central  Coast  Counties  Development 
Corp.  Wliere  does  CCODC  ^et  its  funding?         '  >^ 

Mr.  KiRKPATOicK.  It  receives  funding  from  the  IkJonomic  Devel- 
opment Administration,  technical  assistance  fpnds..  In  addition,  we 
hnally  have  received' a  grant  to  set  up  the  Co-operativa  Campesina, 
wo  received  a  grant  of  $100,000  for  a  loan  funcD  That  $100,000  was 
m  turn  loaned  to  the  cooperative,  but  it  will  eventually  be  paid 
back  to  Central  Coast. 

Senator  Stevenson.  The  Development.  Corp.  received  a  grant 
which  it  m  turn  then  loaned  to  the  cooperative? 

Mr.  KiUKPATRiCK.  That  is  correct. 

Senator  Stevenson.  Where  did  it  receive  that  grant? 

Mr.  KiRKPATRicK.  From  the  Office  of  Economic  Opportunity. 

After  our  first  efforts  to  raise  the  funds  which  met  with  no  suc- 
cess, a  number  of  the  workers  got  together  and  with  their  own 
money  set  themselves  up  in  farming  zucchini.  They  tied  down  the 
land  themselves,  they  did  the  work  themselves  obviously,  and  very 
successfully  marketed  a  small  crop  of  zucchini. -Tliis  at  least  showed 
they  ^yere  perfectly  competent  to  put  together  their  own  farming 
operation  and  with  minimal  assistance  from  the  outside  market 
a  cropA 

Willfl  that  experience  plus  more  detailed  analysis  of  the  straw- 
berry market,  wliat  exactly  we  were  trying  to  do,  we  then  went  back 
to  these  various  funding  agendes  and  it  was  at  that  stage  that  we 
wore  able  to  put  together  a  package  with  bank  financing  and  this 
initial  $100,000  from  the  OEO  to  establish  a  line  orcredit  of 
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approximately  $3005000  which  the  cooperative  needed  to  get  off  the 
ground. 

Senator  Stevenson,  Could  you  enumerate  those  agencies  that  you 
first  tried  unsuccessfully  to  get  the  funding  from? 

Mr.  KiRKPATRiCK.  Well,  the  one  at  first  was  the  Farm  Home 
Administration,  and  they  ♦had  at  that  time  an  economic  opportumty 
loan  program  for  coqplfatives.  It  seemed  to  be  the  one  program 
Wlored  to  meet  the  nee^s  of  this  group.  We  really  didn't  get  any- 
wrxere  with  them.  \ 

Senator  Stevenson.  You  said  at  that  time  it  had  such  a  program. 
Doesn't  it  at  this  time  have  such  a  program  ? 

Mr.  KiRKPATRiCK.  Well,  1  have  heard  rumors  that  the  Bureau  of 
the  Budget  is  going  to  close  out  the  program  if  title  VII  is  not 
passed  transferrins  that  fund  to  OEO.  I  don't  really  know  ttle 
current  status  of  that  program.  / 

In  any  case,  the  Bank  of  Cooperatives  would  be  another  agency. 
We  went  to  a  number  of  private  banks,  we  wei^t  to  OEO.  Arepere 
any  others?  .  A  number  of  other  agencies  were  \very  helpful  in  get- 
ting us  as  far  as  we  have  gone.  / 

One  of  the  things  I  would  like  to  convey  to  you  is  that  tWe  only 
reason  we  have  been  able  to,  the  cooperative  has  been  able  t4  get  as 
far  as  it  has  gone  is  because  a  whole  variety  of  different  programs 
have  been  put  together  to  make  this  possible.  The  Deparanent  6t 
Labor  has  an  operation  mainstream  program.  This  provides  a  sal- 
ary for  people  during  an  on-the-job  training  peridd,  after  which  the 
employer  would  take  them  on  at  full  salary.  This  would  giVe  the 
employers  inducement  to  get  people  who  might  not  initially  have 
the  skills  to  be  employed  in  that  job,  to  get  them  into  the  operation. 
Central  coast  counties  was  fortunate,  in  getting  such  a  grant  to  ad- 
minister thatj,  type  of  program  and  our  Department  of  Labor  con- 
tact, Andy  Fernandez,  allowed  us  with  full  clearance  to  put  some 
of  the  members  of  the  co-op  on  that  operation  mainstream  program 
during  the  period  of  time  that  co-op  was  not  generating  any  funds. 

One  of  the  problems  in  agriculture  is  that  there  is  a  very  long  \ 
start-up  period.  There  are  many  months  from  the  time  that  you  start 
working  the  ground  until  you  see  any  cash,  and  in  getting  this  «ort 
of  a  program  started  you  are  expected  to  work  full  time  without 
any  cash.  You  have  to  find  some  way  to  get  this  program  off  the 
ground.  Once  it  is  on  an  on-going  basis,  then  out  of  savings,  out  of 
borrowed  capacity  of  the  cooperative,  you  can  carry  these  people 
if  you  so  p*lease.  There  is  a  real  problem  in  getting  this  type  of 
operation  off  the  ground  and  the  Department  of  Labor  money  was 
very  useful-  ,       ji.  ^ 

In  addition,  there  are  some  people  here  in  the  audience  Irom 
Trabajadores  Adelante,  which  is  the  OEO  migrant  program  and 
they  extended  I  think  on  one  occasion  a  loan  of  $5,000  and  on  an- 
other occasion  a  loan  of  $10,000  that  was  very  helpful  to  the  group* 
Tliere  have  been  a  great  number  of  these  programs  that  have  all  con- 
tributed in  their  way,  and  one  of  the  things  that  we  would  like  to  see 
if  the  co-op  proves  to  b§  successful  is  that  someone  designs  the  re- 
sources so  you  only  have  to  go  to  one  agency  to  put  together  this  sort 
of  thing.  It,  is  a  little  hard  to  expect  too  many  groups  to  have  the 
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phenomenal  good  luck  and  perseverance  that  this  group  has  had  in 
'  being  able  to  string  together  all  these  different  programs. 

We  don't  really  see  the  co-op  as  being  at  the  moment  a  proven  solu- 
tion to  a  lot  of  problems^  and  we  get  sort  of  nervous  when  people 
look  at  us  in  that  fashion.  The  co-op  ha^  raised  several  crops  of 
zucchini*  it  has  cultivated  a  crop  of  cabbage  which  is  almost  ready  to 
pick,  it  has  made  a  jfirst  piddm;  of  strawberries  this  spring.  see 
no  reason  why  the  co-op  won't  be  a  success  but  just  to  be  realistic  we 
have^to  recognize  that  we  will  have  to  wait  at  least  another  year  to 
see  the  full  cycle,  to  see  how  successful  it  is  going  to  be,  and  we  don't 
really  know  yet  whether  or  not  this  can  be  a  success  in  other  crops  in 
other  areas. 

Senator  Stevenson.  How  many  members  of  the  cooperative  are 
there? 

Mr.  KiiucpATRiCK.  Thirty-one. 

Senator  Stevenson.  Thirty-one  families? 

Mr.  Morales.  Yes. 

Senator  Stevenson.  And  how  many  acres  does  the  cooperative  own 
or  lease? 

.   Mr.  Morales.  I  don't  understand  that  word. 
Mr.  Kirkpatriok.  How  many  acres  does  it  own? 
Mr.  Morales.  160. 

*  Senator  Taft.  How  are  jou  marketing  your  crops? 

Mr.  Morales.  We  are  going  to  get  a  salesman  for  the  strawberries. 
We  were  selling  the  squash  through  a  broker,  a  local  broker. 
Senator  Taft.  I^ocaf  brokers? 

^^^r  Morales.  We  tr^Mto  get  our  salesman  for  the  strawberries. 

Mr.  KiRKi'ATRiCK.  I  think  the  long-term  approach  that  we  are  try- 
ing for  is  to  eventually  have  the  cooperative  be  its  own  marketing 
agent,  to  get  oventi^lly  to  a  sufficient  size  so  it  is  independent  of  any 
other  marketing  agency,  but  at  the  moment  this  is  not  to  full  scale 
yet,  we  will  bo  marketing  through  a  broker. 

The  cooperative,  I  might  mention,  is  substantially  different  than 
the  other  cooperatives  who  testified  here  today,  partially  just  because 
of  scale,  but  I  would  sfly  the  main  difference  would  bo  that  we  see  the 
cooperative  as  bein^  made  up  of  people  who  are  operating  just  on  a 
family  scale  operation.  There  isn't  going  to  be  anyone  who  is  going  to 
have  a  disproportionate  share  of  the  crop  that  Is  going  to  bo  mar-  * 
keted.  The  co-op  is  not  going  to  bo  economically  tied  disproportion-' 
ately  to  any  one  group  and  we  would' hope  that  in  practice  it  will  be 
fully  democratic.  I  don't  have  experience  with  these  other  coopera- 
tives, but  from  the.  outside  they  certainly  seem  more  like  li  normal 
business  operation  and  we  hope  not  to  see  that  happening  with  the 
cooperative. 

Senator  Stovenson.  Who  are  the  membors  of  the  cooperative! 
Were  any  of  them  landowners  before?  Were  they  farmworkers  or 
migrants  ? 

Mr.  Morales.  They  are  all  farmworkers  and  they  didn't  own  any 
land.  > 

Senator  Stevenson.  Was  $aOO,000  the  total  figure  you  have  ac- 
quired in  grants  and  loans  ? 

Mr.  MoiCALE^.  Two  hundred  fifty  thousand  dollars.  ^ 
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Senator  Stevekson.  In  addition  to  the  $250,000  acquired  for  the 
purchase  of  land  and  equipment,  did  the  members  contribute -any 
equity  of  their  own,  any  cash  ?  Did  they  make  an  investment  out  of 
their  own  pockets? 

Mr*  MoRAUES,  As  a  start  for  the  co-op,  that  is  when  we  have  to 
come  up  with  some  money.  Like  Dave  said  before,  it  was  pretty  hard 
for  us  to  try  to  borrow  money,  so  wo  had  to  come  in  with  our  own 
money  to  start  a  co-op  and  this  is  how  this  got  started,  by  our  own 
money. 

Senator  Stevenson.  In  addition  to  the  $250,000  acquired  in  loans, 
how  much  was  raised  by  the  members  from  their  own  pockets  from 
whatever  credit  they  had  as  individuals? 

Mr.  MORALES.  Eight  now  they  are.  coming  in  with  some  money  for 
the  land,  and  we  are  paying  out  $50  as  membership  to  the  co-op. 

Senator  Stevenson.  Can  you  describe  so  far  your  successes,  how 
much  money  you  are  makinjCf  on  this  $250,000  investment? 

air.  Morales.  We  are  hoping^  to  get,  I  think  it  is  going  to  be  some- 
^vhete  around  a  quarter  of  a  million  dollars  total. 

Senator  Stevenson*  Gross  ? 

Mr.  Morales.  Yes.  ♦ 

Senator  Stevenson.  For  next  year?  Projecting  gross  sales  next 
year  of  about  $250,000,  tliis  yei^r  I  should  say,  1972?  ) 
.  \  Mr.  Morales.  We  have  this,  a  quarter  of  a  million  dollars. 

Senator  Stevenson.  What  do  you  expect  to  get  from  that? 

Mr.  Kirkpatrick.  That  is  tlie  net  figure  rather  than  the  gross 
figure. 

Senator  Stevenson.  You  expect  to  get  in  1972  $250,000.  That  is 
before  loan  repayments,  I  assume?  ^  ^ 

Mr.  Navarro.  'Let  mo  just  give  a  brief  explt^nation.  Tereso  is  say- 
ing net,  whicli  means  farm  income  to  the  families,  that  is  a  very,  con- 
servative figure.  Actually  sales  on  the  80  acres  of  production,  o^  a 
conservative  basis,  is  in  the  neighborhood  of  $100,000  to  $700,000  per 
year,  tliis  is  80  acres  of  production.  About  half  of  tliat  is  cost,  so 
Tereso  says  a  quarter  of  a  million,  that  is  divided  up  amongst  the 
31  or  so  families,  which  is  aj^ain  a  conservative  figure. 

Senator  Stevenson.  That  is  on  80  acres  of  160? 

Mb^aVarro.  Correct.* 

Senator  Stevenson.  What  happens  to  the  other  80  acres? 

Mr.  Navarro.  The  otlier  acres  are  in  various  other  crops  wliich  wo 
mentioned  before,  the  cabbage,  there  is  some  vacant  land  that  will  be* 
rotated,  otlier  crops  are  being  analyzed  in  terms  of  the  profitability 
factor  towards  tins  kind  of  structure. 

Senator  Stevenson.  Alren't  you  in  1972  going  to  make  money  from 
the  sale  of  cabbages  and  other  vegetables  grown  on  those  80  acres? 

Mr.  Navarro.  Kight.  That  is  other  income  that  will  be  expected  to 
the  families. 

Senator  Stevenson.  That  $250,000  net  sounds  like  a  very  conserva- 
tive figure.        •  ■  ,  ,  „ 

Mr.  Navarro.  It  is.  It  is  a  good  8  to  10  to  12  thousand  dollars. 
Again,  I  am  speaking  of  large  variable  mainly  because  it  ean  vary 
that  much  per  family  income.  Now,  we  have  evaluated  this  interms 
of  hours,  and  the  meinbersliip  themselves  know  that  this  is  not  con- 
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siderably  more  than  tlioy  are  making  if  tlioy  have  a  good  year,  if  thoy 
work  long  hours  during  tlio  year.  As  you  know,  the  wages  ai^c  l*v 
and  the  hours  accumulate.  In  this  particular  chse,  cspccKiIIy  at  tlio 
start,  income  is  not  the  only  reason  for  the  cooperative.  The 
cooperative  is  trying  to  establish  itself,  it  is  trying  to  establish  its 
equity.  Tereso  Morales  mentioned  that  they  started  off  with  very 
Jittle  monev.  This  is  the  problem  that  cooperatives  are  having,  espe- 
cially in  light  of  trying  to  help  out  farm  workers  into  forming 
cooperatives  with  no  investment  to  bo  made,  it  has  to  come  from 
somewhere.  This  is  why  we  went  to  the  various  governmental  agen- 
cies, and  actually  most  of  them  didn't  believe  the  concept,  they  didn't 
rftv^  ^  Ml  ^  ^  worker  could  be  a  farmer,  including  initially 

UK(),  till  we  did  some  further  analysis  and  then  I  think  convincecl 
Y'!^  now  they  are  satisfied  that  it  can  take  place. 

1  he  farming  con^unity  didn't  believe  they  would  ever  plant  the 
crop.  Once  they  pl|ttt<»d  it  they  didn't  believe  it  would  ever  come 
up,  and  once  it  car/le  up,  now  they  are  saying  it  will  never  stay  to- 
gether. I  think  the  reason  this  co-op  does  exist  is  merely  because  of 
the^iard  work  of,  first  of  all,  the  board  of  directors  of  these  non- 
P/l^W  :^orporations,  as  David  Kirkpatrick  mentioned,  including  the 
(  .(  X/.D.C,  and  also  the  hard  work  and  perseverance  of  the  farmwork- 
ers that  originally  started  the  cooperative  and  the  total  membership 
now.  I  say  membership  because  they  are,  in  a  sense,  categorized  as 
members  now  instead  of  farm  workers. 

Senator  Stevexsox.  Mr.  Kirkpatrick,  you  said  vou  had  misgivings 
about  people  looking  at  the  Co-operativa  ('ampesina  as  an  example 

?iru  a  T^^'^     ^^^^^  ^^^^'^  '^^^^  ^^'^^^  ^"^^  ^  chance,  and  some  credit.  . 
Why?  It  has  been  very  successful  so  far,  hasn't  it?  If  it  is  being 
done  in  this  case,  why  can't  it  be  done  in  many  cases? 
•  ^tt'  ^^^KKPATRicK.  Well,  w  are  very  happy  to  have  people  look  at 
It.  v\  e  just  don't  want  them  to  expect  too  much,  more  than  the  co-op 
can  really  claim  to  prove. 

Let  Manuel  say  something  along  these  lines. ,  p  . 

Mr.  Santana..  To  start  off  a  co-op  is  a  very,  very  difficult  problem 
to  begin  with.  In  order  for  it  to  succeed  it  has  to 'have  a  sophistica- 
V^"  ?i— ^^^^'^  agriculture,  modern  management,  and  control  factors. 
In  addition  to  that,  the  people  that  we  serve  also  need  a  lot  of  train- 
ing in  management  ancf  contniland  organization.  We  believe  that 
one  of  the  reasons  why  the  poverty  programs  have  failed  so  badly 
IS  because  they  have  never  had  a  sophisticated  staff  to  put  together 
sophisticated  packages  that  have  a  chance  of  success? To  start  an- 
other co-op,  to  cet  as  far  as  they  have  done  with  the  hard  work  will 
n^uire  a  tremendous  amount  again  of  a  highly  trained  staff,  to*^ 
put  aside  their  ideolojry  and  start  working  to  running  a  business, 
and  it  is  extremely  difficult  to  do  that.  This  is  one  of  the  reasons 
^yhy  we  feel  that  rural  economic  development  still  is  not  funded  by 
the  Government-^-to  do  this  kind  of  planning  and  implement  anil 
to  pay  for  that  sophisticated  staff.  Again  we  believe  this  is  one  of 
the  answers  to  rural  economic,  development,  especially  with  the 
migrant  worker,  We  believe  that  through  a  co-op  we  can  begin  to 
stop  some  of  the  migration;  we  can  befrin  to  have, more  stable  com- 
munities; but  first  you  have  to  start  off  with  an  economic  base,  and 
this  economic  base  could  be  done  through  this  cooperative  effort. 
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The  co-op  needs  also"  have  to  be  designed  V^ry,  very  carefully  to 
to  meet  the  needs  expressed  by  the  people  themselves.  This  takes  a 
tremendoiis  amount  of  sensitivity  and  it  takes  again  very  sophisti- 
cated people  who  can  convert  traditional  management  techniques  to 
the  need  and  the  profile  of  those  whom  it  supposed  to  serve.  Again 
we  have  a  fear  that  co-ops,  just  co-ops  per  se,  are  beginning  to  be 
rather  a  fad,  and  we  feel  that  co-ops  can  provide  the  basic,  economic 
development,  especially  for  migrant  farmworkers. 
VBut  itiore  than  that,  it  also  has  to  provide  a  Completely  ^ew  way 
of  looking  at  the  rural  communities.  I  think  we  are  begiiming  to 
separ'ate  them  from  the  urban  communities  in  this  sense.  What  is 
happening  in  the  cities  right  now  is  a  trejnendous  amount  of  segre- 
gation in  the  cities,  and  {£  tremendous  amount  of  money  that  the 
Government  is  providing  to  solve  these  problems  is  being  constantly 
diffused  by  the  immigration  of  farmworl^ers  who  can  no  longer 
make  enough  money  to  live  in  the.  communities.  The  housing 

in  niral^ communities  is  disastrous.  T^at  little  housing  programs  we 
are  able  to  get  through  the  FederaKGovernment  are  so  tied  up  and 
/  so  cheap  in  a  sense  that  thi^  provide  more  problems  than  they  really 
3  prevent.  Most  of  the  housmg  that  we  hWe  seen  that  has  been  ac- 
f    cepted  in  the  rural  communities  are  not  designed  for  rural  families. 
We  are  still  talking  about  townhouses.  Well,  you  put  in  apartments  ^ 
or  townhouses  for  rufal  workers  with  eight  children  apiece  and  you 
^  are  goi^g  to  have  a  social  disaster.  When  we  talked  to  the  FHA 
people  about  their  requirements,  they  don''t  pitovide  yards  around 
a  house  where  you  can  isolate  those  children  if  you  have  to,  where  .  ^ 
they  can  have  a  small  playground.  They  kre  trying  to  pack  10-  or  15- 
member  households  in  900  square  feet  with  five  bedrooms.  Who  is 
kidding r who?  It  just  doesn't  work  out. 

l^g&ntially  we  feel  that  what  we  hav^  to  do  is  look  at  the.  rural 
"  economic^  development  as  a  total  thhig  which  includes  dispersion  of 
the  urban  population  back  into  the  rural  communities.  In  order  to 
do- that,  the  rural  community  must  generate  enough  income,  it  must 
provide  for  social  development  and  it  also  must  provide  for  culttiral 
development  which  makes  rural  communities  again  very  attractive 
to  the  small  farms. 

Again  t  feel  the  Government  must  provide  some  seed  money 
for  this  kind  of  planning  and  perhaps  testing  out  models.  We  have 
a  model  citiek  program  right  now  which  I  think  is  trying  somehow 
or  other  to  humanize  the  city  in  view  of  the  people.  The  people  have 
a  lot  ftf  participation  in  these  programs,  and  development  of  'the 
communities.  I  think  we  have' to  spend  a^s  much  money  m  our  rural 
model  commiihities  as  we  are  in  the  cities.  I  think  this  is  one  of  the 
answers.- A  lot  of  planning,  a. lot  of  implementation,  and  a  lot  of 
sensitivity  as  to  the  nature  of  the  people  we  are  trying  to  serve.  Cen- 
tral Coast  Counties,  Development  Corp.  feels  we  are  forced  to  go 
into  the  field  of  planning  and  rural'  economic  development  is  one 
of  the  fields  on  which  We  plan  to  concentrate.  We  look  at  the  co-op 
as  a  first  phase  to  provide  an  economic  base  for  further  develop-  ^ 
ments.  Hopefully  we  will  be  able  to  get  more  legislation  and  get 
more  money  to  provide  those  test  models  for  rural  economic 
development.    .  • 
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Mr.  KiRKPATRiok;  If  I  can  add  just  a  little  bit  more  in  response  to 
the  question.  , 

You  have  been  talking  in  terms  of  $250,000  as  being  what  we  had 
to  get  together,  to  get  the  cooperative  off  IJie  ground.  In  fact,  I  have 
gone  into  it  in  somewhat  more  detail  in  the;,prepared  statement.  Tlxere 
is  a  tremendous  amount  of  technical  assistance  that  lay  behind  it, 
too,  which  costs^mpney.  Not  only  tha^  wie  found-we  had  to  gather 
the  basic  materials  in  most  of  the  areas  |that  we  were  concerned 
about.    "  vr;  '  iy    :  >  -  - 

V      There  haven't  been  a  lot  of  people  thfriking  about  what^sort  of  ^ 
crops  would  'lend  themselves  to  this  typ^  of*  development. ^There 
haven't  been  a  lot  of  people  thinking  ahoni  all  of  the  real  problei% 
areas  that  we  have  had  to  deal  with.  We  luui  to  feirret  this  informa-f  1 
tiori  out  from  scratch,  and  we  had  trouble  finding  people  with  past  j 
experience  in  these  areas  which  makes  the  w;hole  process  slower,  aild 
we  have  had  to  provide  a  training  staff.  We  have  had  to  prepare  a 
curriGulum  and  this  sort  of  thing  for  the  families  which  involves  a 
considerable  cost  in  addition  to  the  moriejr  we  have  mentioned.  So 
we  woiild"  be  concerned  that  people  woiild  just,  you  know,  limge  into 
sort  of  a  cooperative  movement  without  realizing  jall  of  the  elements 
that  are  involved.  "  > 

You  have  to  have  the  necessary  credit,  the  necessary  trailing,  and 
the  necessary  technical  assistance.  Then  if  our  venture  proves  out 
we  really  would  like  to  furnish  it  to  yqu,  but  we  feel  it  is  a  little 
early  toi  point  to  it  tis  being  a  monumeiital  success.  ^ 

Senator  Stevexsox.  A  considerable  amount  of  Federal  m^ney 
goes  to  tand-Grant  Colleges.  .  Aren't  they  thinking  about  these 
things  ? 

Mr.  KiUKPATRiCK.  They  shbttld  be;  they  should  be  more.  U.  C. 
Davis  has  com^  and  given  one  talk  to  the  members  of  the  co-op,  and 
I  would  like  to  press  them  more  in  the  future.  Most  of  the  agriculture 
extension's  publications  are  only  in  English  and  not  in  Spanish  so 
even  wliat  they  have  done  isn't  really  available  to  .the^'nlembership. 
There  are  many  areas  of  improvement*  I  don't  think  anyone  has 
pushed  them  from  our  respect  that  much  art  the  past  but  it  is  not 
to  say  we  won't  in  the  future.  » 

Alfred  has  something  to  say.    "  , 

Mr.  Navarro,  I  only  wanted  to  say  that  in  terms  of  that  question, 
and  I  think  sustaining  what  David  is  tryirig  to  say,  cooperative  is 
merely  a  technical  name  in  a  sense  for  a  structure  and  what  we  are 
really  talking  about  is  really  community  development  and  com- 
munity development  for  the  farmworker.  The  farmworker  has  to 
be  trained,  he  has  to  be  given  the  opportunity  and  he  has  to  be 
given  the  proper  guidance  and  leadership  to  utilize  whatever  re- 
sources are  there. 

Secondly,  more  effort  has  to  be  made  on  the  part  of  the  Govern- 
ment, the  private  sector,  and- the  educational  sector  especially. 

You  nientioned  University  of  California  at  Da^is.  University  of 
California  at  Davis  is^oo  narrow  in  their  concept  of  farming,  we 
feel,  as  I  think  was  previous]^  mentioned  in  terms  of  mechanism. 
Mechanism,  is  done  for  profit's  sake,  not  for  people's  sake.  Education 
.and  curriculiun,  et  cetera,  are  done  for  the  sake  of  the  established 
mode  of  operation.  Programs  such  as  the  OEO  need  to  be  more 
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sensitive  or  actually  more  developed  toward  actually  helping  the  : 
farmworker.  / 

I  think  the  reason  the  corporation  began  to  begin  with,  and  initir?;  ' 
ated  its  work,  was  to  get  more  direct  benefits  to  the  farmworker.  It  i 
is  obvious  that  most  programs  filter  down  very  few  direct  benefits, 
if  any,  and  if  any  service  is  performed,  and  our  attempt  has  been 
merely  to  direct  as  much  of  that  directly  to  the  farmworker  as 
possible,  assist  the  farmworkers  in  meeting  their  objective,  and  they 
operate  the  cooperative,  they  hire  the  management  and  they  iire  the 
management  with  their  own  financing.  This  is  their  objective  and  this  ( 
is  what  we  have  tried  to  do,  but  there  is  a  tremendous  amount  of  ' 
need,  not  just  for  everybody  I  am  going  to  say,  just  in  general, 
there  is  a  tremendous  amount  of  need.  If  you  are  really  going  to 
stop  and  solve  the  problems  we  are  going  to  have  to  start  concen-* 
trating  and  start  being  a  little  more  realistic  that  the  farmworker 
is  the  person  that  is  going  to  have  to  start  doing  it,  in  a  sense,  for 
himself,  the  one  that  is  going  to  have  to  receive  the  benefits. 

Again,  cooperatives  can  only  help  a  small  percentage  of  the  f  atm- 
workers.  ^Unionization  helps  out,  or  can,  and  will,  and  is  helping  a 
majority  of  the  farmworkers.  Economics  is  not  such  that  every 
farmer  can  be  a  co-op  member,  in  my  opinion.  There  is'  still  more 
work  to  be  done,  more  models  to  be  tested  and  more  community 
development.  When  I  say  models,  I  don't  use  the  word  lightly,  l 
mean  actual  things  that  can  be  used,  that  the  farmworkers  them- 
selves can  turn  around  and  pick  up  and  use,  and  I  thiiSc  once  this 
is  done  and  the  fannworker  has  a  base,  a  political,  social,  and  eco- 
nomic base,  then,  he  can  start  solving  his  own  problems,  take  on  his 
own  leadership,  he  doesn't  need  the  GEO,  et  cetera. 

Senator  Stevenson.  Does  the  cooperative  hire  any  farm  labor? 

Mr.  Morales.  No.  Pardon  me,  yes,  a  little  bit,  because  the  first 
year  we  were  harvesting  the  zucchini  squash,  we  were  getting  ready 
to  get  the  land  ready  for  the  strawberries  also,  so  we  \yere  in  a  ^ 
p(Jsition  to  hire  one  or  two  persons  to  help  out  on  the  picking  of 
zucchini.  But  the  plan  of  the  co-op  is  not  to  hire  people,  only  on  the 
topic  of  strawberries.  Instead  of  losing'  them  we  prefer  to  pick 
them  so  that  is  when  we  come  to  the  position  to  hire  a  person  for  a 
week  or  two.  Other  than  that,  it  is  all  planned  to  be  done  by  the 
family. 

Senator  Stevenson.  Senator  Taft,  do  you  have- any  questions? 
Senator  Taft;  I  have  no  questions.  This  was  very  impressive 
testimony. 

Senator  Stevenson.  It  is  one  of  the  brightest  spots  in  these  3  long 
days  of  hearings.  What  you  say  sounds  very  much  to  me  as  if  you 
should  be  given  not  a  grant,  but  credit,  the  opportunity  to  borrow, 
and  the  technical  assistance.  An  overall  strategy  for  rural  America 
could  h€  developing,  and  Go-operativa  Gampesina  could  become  a 
model.  Your  experience  might  be  repeated  all  across  rural  America, 
Unfortunately,  your  efforts  are  the  only  such  experience  that  I  know 
of  ^in  rural  America. 

Thank  you  very' much,  gentlemen, 

Mr.  KiRKPATRiCK.^haiik  you. 

(The  prepared  st^^tem^nt  of  Mr.  Kirkpatrick  follows:)  .f 
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Prepared  Statement  op  David  H.  Kibkpatbiok.  on  Behalf  of  Centbal  Coast 
Coui^TiEs  Development  Coat.,  Califoewia 

I  am  here  as  a  board  member  and  counsel  for  Central  Coast  Counties  De- 
velopment Coi^oration.  Alfred  Navarro,  our  executive  director,  appeared,  as 
you  may  recail,  at  your  hearings  in  Washington.  f    yy        ,  ii» 

Our  organization  provides  technical  assistance  to  low  income  people  who 
are  interested  in  estoblishing  themselves  in  some  form  of  business  enterprise. 
Our  single  best  Jmown  p^roject  has  been  helping  estabUsh  Co-operativa  Cam- 
p6sma,  a  cooperative  made  up  of  former  farm  workers  which  is  now  raising 
.  ahd  preparing  to  market^  strawberries  in  the  WatsonviUe  area.  The  role  of 
Cpntral  Coast  CoUnti^es  h^s  been  putting  together  a  proposal  to  secure  initial' 
funding  for  the  cooperative  and  providing  tec]mical  assistance  and  training  on 
a  continuing  basis  to  the  cooperative  to  insure  its  success. 

We  have  devoted  a  substantial  portion  of  the  resources  of  our  organization 
to  tm?  one  project  for  a  number  of  reasons.  First  of  all,  we  beUeve  there  are 
areas  in  agriculture  in  which  the  smaU  farmer,  so  long  as  he  is  organized  in 
the  proper  fashion,  does  have  a  chance  to  succeed.  Yoil  have  heard  in  the  past 
and  over  the  last  few  days  testimony  about  the  pUght  of  the  smaU  farmer. 
One  conclusion  might  be  that  the  conglomerates  will  inevitably  displace  the 
sort  of  small  to  medium  scale  farming  with  which  we  are  concerned  We  would 
not  agree,  although  we  have  to  admit  we  have  yet  to  fully  test  our  ideas. 
Marketing  of  agricultural  produce  does  seem  to  require  large  scale  enterprise. 
The  actual  growing  operation,  however,  we  have  found  is  no  mote  economical 
on  a  large  scale  than:  on  the  scale  of  the  family  operation,  at  least  in  the 
raising  of  strawberries  and  several  other  row  crops.  We  would  even  go  so 
far  as  to  say  thatthe  farm  workers  which  we  have  assisted  in  the  first  few 
crops  they  have  ^own  have  matched  the  highest  productivity  rates  in  the 
growing  operation  of  any  of  the  neighboring  farms  with  comparable  or  lower 
cost  figures. 

We  feel  that  farm  workers  with  the  proper  assistance  have  a  good  chance 
to  succeed  as  entrepreneurs  in  agriculture.  Despite  the  increase  in  automation 
much  of  agriculture  is  still  labor  intensive.  The  type  of  labor  involved  is  often 
skilled,  contrary  to  popular  belief.  Some  strawberry  growers  are  having  diffi- 
culties because  they  are  unable  to  find  an  adequate  supply  of  skilled  pickers, 
even  where  there  is  a  surplus  of  agricultural  labor.  Those  willing  to  put  in 
long  hours  utilizing  their  skills  as  strawberry  farmers  ibder  the  Co-operativa 
Campesina  model  should  be  able  to  substantially  increase  their  family  income, 
find  year-round  work  in  a  single  community,  and  thereby  avoid  some  of  the 
consequences  (xf  the  migrant  life-style  which  this  Committee  has  documented 
in  detail. 

Central  Coast  Counties*  strategy  for  taking  advantages  of  rthe  efficiency  of 
the  family  scale  farming  operation  and  the  large  scale  martceting  operation 
is  to  link  the  farm  worker  families  who  each  have  a  plot  large  enough  to 
support  their  family  into  a  cooperative  which  will  then  bargain  on  behalf  of 
all  the  ipembers  in  marketing  their  crop.  Co-operativa  Campeslna  has  yet  to 
completig^  full  production  eyete.  The  co-op  idea  has  been  tried  in  the  past 
and  liasit^^led.  j^Phus  we  would  he  foolhardy  to  claim  that  we  have  already 
demon^tralvd.  absolution  to.  any  of  the  problems  of  the  rural  poor.  All  we 
can  chiira  is  tlmt  we  are  working  with  a.  cooperative  which  we  feel  offers 
some  promise  of  proving  there  is  a  segment  of  agriculture,  even  without  major 
legislative  changes  in  the  tax  laws,  subsidy  programs,  and  other  forms  of 
governmental  assistance  to  the  farmer,  in  which  the  small  farmer  can  operate 
economically  so  long  as  he  is  provided  with  very  sophisticated  continuing 
technical  assistance.  • 

HISTOnY    OF    CENTRAL    COAST    COUNTIES    DEVELOPMENT    COBR    AND  CO-OPEBATIVA 

0AMPE8INA 

Let  me  give  you  a  brief  history  of  how  the  Central  Coast  Counties  Develop- 
ment Corporation  and  Co-operativa  Cainpeslna  arrived  in  the  position  they 
are  today.  Central  Coast  Counties  received  an  Economic  Development  Admin- 
istration grant  to  provide  technical  assistance  in  the  area  of  economic  develop- 
ment starting  in  the  spring  of  1970.  The  corporation  was  approached  at  that 
time  by  a  number  of  people  who  were  interested  in  starting  a  strawberry 
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growers  cooperative.  One  of  the  interested  groups  included  six  men  v^ho  were 
involved  in  a  basic  education  program  financed  through  O.B.O.  Title  Ill(b) 
Migrant  Funds,  The  group  decided  they  wafited  to  take  on  a  project  which 
would  continue  long  after  the  conclusion  or  their  classes.  The  project  they 
chose  was  establishing  a  strawberry  cooperative.  Central  Coast  Counties^ 
worked  with  these  families  in  an  attempt  to  obtain  financing  for  such  a' 
/  cooperative.  A  group  went  to  discuss  the  project  with  the  Farmer's  Home  Ad- 
\    ministration  and  were  told  in  effect  there  was  very  little  chance  of  getting 
>  Farmer's  Home  funding  even  though  the  Farmer's  Home  Administration  haa 
a  special  program  for  economic  opportunity  loans  to  sucji  cooperatives.  The 
group  next  went  to  the  Bank  of  Cooperatives.  Again,^we  were  told  that  such 
an  operation  involved  too  much  risk.  CommercialJianKs  which  were  contacted 
gave  the  same  response.  The  initial  reaction  afr^l  funding  sources  was  very 
discouraging.  x 

The  farm  workers,  however,  were  still  determined.  They  decide<l  to  stan; 
a  small-scale  growing  operation,  raising  ?mcchini,  if  only  to  prove  that  with 
a  little  assistance  they  could  manage  their  own  farming  opera tion»  With  the 
results  of  this  experiment,  a  detailed  analysis  cjjf  the  strawberry  :market,  and 
further  information  about  the  types  of  families  that  would  btf  involved^  Central 
Coast  Counties  weM  back  to  funding  agencies  to  again  try  to  raise  the  financing 
for  a  cooperative.  This  time  they  met  with  success.  Both  Q.!E}.0.  and  a  bank  in 
the  private  sector  were  willing  to  put  their  money  inter  Co-operativa  Campesina. 
,  Throughout  the  period  in  which  Central  Coast  Counties,  was  seeking  funding 
a  further  federal  program  was  essential  in  keeping  the  families  together  and 
working  on  the  project.  Central  Coast  Counties  was  able  to  get  an  Operation 
Mainstream  contract  from  the  Department  ot  Labor.  This  grant  enabled 
Central  Coast  Counties  to  pay  a  very  minimal  salary  for  people,  who  might 
not  otherwise  qualify  for  a  job,  during  an  initial  on-the-job  training  period. 
Central  Coast  uounties  has  been  especially  fortunate  in  having  as  their  Labor 
Department  contact  Andy  Fernandez  who  has  been  flexible  in  allowing  Central 
Coast  Counties  to  use  a  portion  of  this  Operation  Mainstream  grant  to  support 
some  of  the  families  working  on  the  cooperative  during  the  period  in  which 
the  cooperative  had  no  cash  income  with  which  to  support  the  members. 

Farming  is  different  from  most  smaU  business  in  having  a  very  long  start-up 
time.  In  the  crops  we  are  concerned  With  you  have  to  wait  many  months 
from  the  time  the  land  is  flrst  worked  until  there  is  any  cash  revenue.  Once 
our  cooperative  is  established  this  won't  be  a  problem.  The  cooperative  will 
have  assets  and  borrowing  power  sufficient  to  flnance  its  members  through  the 
slow  periods.  During  the  initial  start-up  period,  however,  the  Operation  Main- 
stream money  has  been  essential  to  keeping  the  whole  group  together. 

TEOHITICAL  ASSlST?JLNCE  AND  TRAINIITO 

Today  we  have  a  cooperative  which  has  harvested  several  crops  of  vege- 
tables, has  harvested  a  flrst  small  crop  of  strawberries  and  is  anticipating  its 
first  major  stwaberry  harvest  this  spring.  Central  Coast  Counties  does  not  see 
its  role  in  connection  with  the  cooperative  as  having  flnlshed  at  this  stage.  It 
has  already  conducted  extensive  training  sessions  for  the  members  and  con- 
siders continuing  training  and  technical  assistance  to  the  families  to  be 
absolutely  essentiaL 

The  type  of  training  Central  Coast  Counties  is  providing  the  members  falls 
into  a  number  of  different  categories.  Although  the  members  come  to  the 
cooperative  highly  skilled  in  certain  aspects  of  strawberry  cultivation  and 
harvesting  they  need  further  education,  as  do  all  small  farmers,  not  just  farm 
workers,  in  many  aspects  of  business  management  and  good  farming  practices. 

The  flrst  area  of  concern  in  the  curriculum  being  developed  by  Central 
Coast  Counties  is  a  review  of  the  function,  metl\od  of  operations,  and  legal 
restrictions  on  cooperatives.  The  cooperative  structure  is  compareij  with  the 
various  alternative  forms  of  organization  with  its  advantages  and  disadvan- 
tages discussed.  Some  history  of  the  cooperative  movement  and  the  reasons 
for  previous  failures  is  also  brought  out 

Next  the  curriculum  delves  into  basic  business  management  prohleras.  The 
education  staff  uses  the  structure  of  the  cooperative  as  a  model  to  bring  out 
the  differing  responsibilities  of  the  board  of  directors,  various  subcommittees 
of  the  board,  the  management  staff  of  the  cooperative,  and  the  membership. 
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Central  (  oast  (bounties  also  provides  certain  types  of  oneolrn?  to/.i,ni.ni 
assistance  In  the  operation  of  the  cooperative  The  stnft  nf  Onnfif  i 

riSlnT?hr''r:?:        '•"^  -op^Xe  stoir  and  thelnS  vffl^^^ 
in  auvising  them  of  the  areas  which  the  Oentrnl  rnn«f  rminHoa 

possible  emerging  problems.  The  Centilal  Coas?  cS^^ 
cooperative  feedback  on  the  policy  decisions  they  make  ^ 
tr^iTr.^]  J''''^^  (  oimties  feels  that  this  type  of  technical  assistance  and 
If  ilrnA^"'^''?^  ^     to  ensure  that  the  cooperative  establishes  a  stable  method 
of  operations.  We  yvouia  anticipate  that,  this  type  of  assistance  oH  grXallv 
Dhased-out  hasis  will  be  required  for  at  least  one  more  year  graauaily 
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Of  Ce^ral  f^n^  ^^^^^  present  operations 

ynr«.n^,wl  ^  2  ,,  Co-opeffuiva  Campesfna  I  would  like  to  put 

forward  the  following  recommendations  to  this  Committee:  ^ 

1.  Establishment  of  a  System  to  Provide  Credit,  Training  and  Technical 
t^a^ZV^'^T''  ^  Cooperatives.  I  have  tried  to  show  in  the  abovd  dlscussi^^^^^ 
ff«  L  Inf  ^'""i  ^  agencies  to  put  together 

Its  present  program.  I  don»t  mean  to  criticize  these  agencies  which  have  helped 
vfnLnrolr''^"*^  ^  vicmld  only  .suggest  that  if  wo  can  demonSfe  th^ 
viability  of  our  approach  durin,^nhe  next  year,  one  of  these  agencies  should 
establish  a  program  to  fnnd  all  of  the  facets  of  rural  cooperative  development 
out  of  one  office.  Very  few  other  groups  can  be  expected  to  have  the  phe- 
nomenal  good  luck  and  perseverance  which  Central  Coast  Counties  and 
(  ooperativa  ( ampesina  have  had  in  patching  together  three  or  four  different 
programs  to  come  up  with  one  workable  operation.  In  suggesting  this  I  am 
not  suggesting  that  this  program  be  housed  in  the  Department  of  Agriculture. 
Had  we  been  limited  to  just  the  Farmer's  Home  Administration  as  a  funding 
source  we  would  have  given  up  long-ago.  It  is  absolutely  essential  that  any 
agency  which  should  establish  such  a  program  be  sympathetic  to  its  aims  as 
the  Parmer  8  Home  Administration  appears  not  to  be. 

Title  yil  of  the  Keonomie  Opportunity  Act  Amendments  just  vetoed  by 
our  President  might  have  been  a  flrst  step  in  the  direction  toward  establishing 
such  a  program.  I  would  encourage  this  legislation  as  well  as  further  efforts 
to  provide  the  training  and  technical  assistance  resources. 

Particularly  important  in  Rural  Economic  nevelopment  is  a  source  of  infor- 
mation on  the  latest  research  thinking  about  O.E.O.  programs  and  the  so-called 
War  on  Poverty  are  urbap  intellectuals.  They  have  dcflned  the  problem <as 
tho  "urban  crisis."  The  problems  in  the  rural  areas  and  their  relationship 
to  the  urban  crisis  hare  been  neglected  because  of  the  basic  orientation  of 
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these  Intellectuals.  We  have  eneountered  the  same  problem  in  trying  to  develop 
our  eo-op.  Most  of  those  who  are  interested  and  sympatiietie  with  what  we  are 
.  trying  to  do  don't  posw^ss  the  expertise  we  need  in  agriculture.  Most -of  those 
who  do  have  the  background  are  not  terribly  sympathetic.  There  are,  of  course, 
a  number  of  exceptions,  but  it  is  my  conclusion  that  rural  programs  have  a 
harder  time  than  their  urban  counterparts  in  accumulating  the  expertise 
needed  by  the  groups  they  arc  tryhig  to  assist  and  in  keeping  abreast  of  the 
latest  changes  in  agriculture.  To  the  best  of  my  knowledge  no  one  has  studied 
which  types  of  crops  would  lend  tlicmselvcs  to  the  sort  of  farm  worker  co- 
operative that  we  have  set  up.  Only  very  basic  studies  have  been  done  of 
the  organizational  a^d  operational  problems  of  cooperatives  such  as  ours.  We 
have  a  sense  that  we  arc  pioneering  a  new  approach,  which  is  good  for  the 
morale  of  our  organization,  but  is  hardly  helpful  in  making  the  best  manage- 
ment decisions  and  in  coming  up  with  approaches  which  may  be  useful  in  • 
other  areas.  i 

2.  Keying  Manpower  Programs  to  Economic  Development.  I  have  described 
above  the  very  fortunate  experience  we  have  had  with  our  local  Labor  Depart- 
ment representative  in  allowing  us  flexibility  in  administering  an  Operation 
Mainstream  grant  as  support  for  the  co-op.  From  my  limited  experience  it 
would  appear  as  though  Department*  of  Labor  Manpower  Programs  arc  not 
keyed  to  helping  the  workers  who  arc  assisted  through  the  Manpower  Program 
build  up  an  equity  in^the  operation  in  which  they  are  working.  We  believe 
that  such  an  emphasis  in  the  use  of  Manpower  funds  offers  much  more 
long-range  benefits.  We  would  encourage  any  steps  that  arc  necessary  to 
make  it  a  priority  for  these  programs  to  give  first  crack  to  any  job  opening 
which  would  build  in  an  opportunity  for  the  worker  to  hereby  gain  some  sort 
of  equity  or  management  control  interest  These  Labor  Department  funds  are 
absolutely  essential  in  our  experience  during  the  start-up  time  of  our  economic 
development  enterprise.  We  feel  other*  groups  should  have  access  to  the  same 
sort  of  funds. 

Senator  Stevenson.  Thank  you  very  much,  f;entlemen.  Your  con- 
tribution to  our  hearings  is  very  important.  - 

Our  next  witness  is  Mr.  Arthur  Blaustein  from  the  Economic  De- 
velopment Center  of  the  University  of  California  at  Berkeley. 
^Ir.  Blaustein,  I  see  you  have  not  only  a  statement  but  a  rather 
~~1fengthy  statement.  We  would  be  glad  to  enter  it  in  the  record 'if 
you  would  like  to  summarize  it; 

Mr.  Blaustein.  I  w^ill  try  and  summarize  it  as  much  as  possibls^. 

As  a  matter  of  fact,  first  I  do  want  to  apologize  for  there  are  some 
changes  in  my  text  that  I  am  going  to  present  verbally.  I  just  re- 
covered from  flat  on  my  back  with  the  flu  and  didn't  get  a  chance 
to  go  over  my  text  and  get  new  copies  run  off.  So  there  AVill  be 
changes  in  my  verbal  testimony. 

STATEMENT  OF  ARTHUR  BLAUSTEIN,  ECONOMIC  DEVELOPMENT 
CENTER,  UNIVERSITY  OF  CAlIFORNIA,  BERKLEY,  CALIF. 

Mr.  Blaustein.  In  the  letter  which  I  received  from  Senator  Ste- 
venson he  asked  me  to  do,  one,  an  analysis  of  economic  development 
needs  in  rural  areas;  two,  a  critique  of  successes  of  pump-i)riming 
and  trickle-do\vn  series;  three,  an  impact  on  Federal  agencies  and 
local  governments  on  rural  programs;  and  four,  sugge^ions  of  re- 
forming national  policies. 

And  as  "I  read  later  in  the  letter  it  said,  "It  is  our  policy  to  limit 
your  re-marks  to  Ifx  minutes."  .        z  ,  , 

It  is  reminding*  of  the  World  History  course  T  once  had  in  the 
eidith  grade.  I  went  from  Moses'  Sermon  on  the  Mount  to  President 
Truman's  decision  to  drop  the  bomb  in  8  weeks. 
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Mr.  Chairman,  in  my  testimony  today  I  would  like  to  nfldrww 
remarks  to  four  general. problem  areas  Fhat  Xct  «  o  vnvXl 
ffi''"^"'  "'^  "'•fi^''^"^  ^'^^f'^r  and  lus  family  o  EsK 
t£  mnS:?„7  °"         SP<^"««  issues  such  as  vertical  corpSa- 
•  dfs^lbSn  ownership,  water  use,  and  popul^ion 

The  subject  areas  that  I  have  been  asked  to  cover  are  much 
broader  and  more  complex;  and  therefore  do  not  lend  themSves 
to  simple  explanation  or  description-to  the  use  of  charts,  cumrand 
hf.rt;"''"  ''^  '"-'^  solutions.  They  have  to  do  with  at ti  udeVstruc- 
turcs,  bureaucracies,  assumptions,  and  theories. 
.n}«]L-     ^V^jcct  area  has  to  do  with  the  interrelationship  between 
ex-onom  c  and  political  power  and  more  important  how  tfi is  power 
IS  wielded  to  mlluence,  control,  and  subjugate  minority  aiKf  low- 
,  income  rural  poor.  The  problem  is  manifest,  economic  devdopment 
and  lobs  are  an  iinportant  part  of  the  equation  but  political  inCnce 
fl'vfc.*"'  cntical  to  the  solution,  lio  often  these  issues  areT 
InnF  rf  '^'  '^"ti'n.tl'e  real  world,  they  are  very  much  inter- 
>^-^^r^'"J  critical  issue  .is  the  aspect  of  community 

own  lives    "'"'^''^"'^'^  participating  in  decisions  that  affect  their 

Existing  policies  are  very  often  next  to  useless.  Worse  than  that,  in 
many  cases  the  programs  that  are  offered  either  waste  our  human 
resiources  or  despoil  our  natural  resources.  They  certainly  do  not 
contain  the  dimension  that  allows  for  social  or  economic  change  for 
rural,  low-income  families.  The  "welfare/ mobility"  strategy  is  not 
working..  Ihe  so-called  "growth  center"  strategyMs  simpFy  one  of 
n^^nfTJiT  f It  makes  very-  little^sense  in 

n  Arl  ^  ^'."^  decided  on  the  recommendation 

of  (tAO  to  drop  the  title  III-A  loan  program  run  by  FmHA— 
Which,  incidentally,  m  its  administration  of  the  procram,  disregarded 
the  intent  of  (Congressional  legislation.- Ixjcal  politicians  and  bureau- 
crats are,  m  many  instances,  "owned"  by  large  agricultural  con- 
glomerates The  rural  poor  have  nowhere  to  go  but  up;  unless  the 
bottom  falls  out  totallv. 

At  the  beginning  Ttvant  to  make  it  dear  that  I  stronglv  believe 
tnat  a  coherent  policy  of  economic  development  is  the  most  sensible 
ami  viable  strategy  for  alleviating  poverty  in  rural  America.  T  sug- 
gest that  the  best  way  to  achieve  tins  goal  isrto  offer  an  opportunity 
to  poor  rural  people  to  own  and  run  their  own  farms  and  to  establish 
and  own  cooperatives-- thereby  enabling  them  to  earn  a  decent -Kving 
for  themselves  rather  than  be  forced  between  migration  to  the  urban 
slums  and  a  life  of  welfare  and/or  (chronic)  dependencv.  I  do  not 
feel  tliat  it  is  an  understatement  to  say  that  the  present  pyramid  of 
corporate  subsidies,  government,  quasi-regulation,  bureaucratic  in-  . 
sensitivity  and  legislative  4ndifference  is  serving  the  purpose  of 
keeping  people  in  human  bondage,  llie  circumstances  and  conditions 
which  T  have  described,  whether  by  deliberate  plan  or  not,  have 
been  imposed  on  rural  America  in  a  piecemeal  fashion  with  prac- 
tically no  thought  to  overall  policy  nor  to  the  plight  of  human  l)eing8 
or  to  the  environment,  Furtlii'rmore,  although  T  have  onlv  read  it 
brieflv,  the  new  act  proposed  by  Senator  Humphrey  Riid  others 
will  not  resolve  the  aforementioned  problems :  it  will  perpetuate  the 
faults  of  an  inadequate  system—that  is,  except  for  corporations. 
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With  regard  to  political  implicatioM,  let  me  quote  to  you  the 
following  example: 

"Coca-Cola's  treatment  of  migrant  workers  presents  a  perfect 
lesson.  In  I960  CocarCola  bought  Minute  Maid  orjmge  juice  and 
became  one  of  the  largest  employers  of  migrant  wj^flESra  in  Florida. 
At  the  time  of  the  purchase  in  1060,  Coca-Colfit  executives  must 
surely  have  known  of  the  exploitation  of  the  migrant  worker  in  the 
Minute  Maid  operations^the  labor  situation  is  a  crucial  component 
of  anV  feasibility  study  preliminary  to  purchase  of  a  major  corpora- 
tion. For  10  years  Coca-Cola  took  no  action  to  reform  its  policies 
towards  the  migrants.  Now  it  is  beguming  to  implement  some 
reforms,  but  only  after  tlie  activities  of  Cesar  Chavez  came  to  the 
attention  of  the  president  of  Coca-Cola,  only  after  a  television  docu- 
mentary and  congressional  hearings  embarrassed  the  corporation.  In 
short,  only  after  'Coca-Cola's  actions  were  treated  as  tne  political 
acts  of  a  firm  not  exactly  fichting  for  competitive  survival.'^* 

ThQ  second  area  that  I  willaddress  my  remarks  to  is  bureaucratic 
indifference.  For  those  who  live  out  in  tlio  boondocks  of  a  rural 
America  it  is  probably  the  most  time-consuming  problem.  Individuals 
and  croups  often  have  to  travel  long  tlistanccs  to  see  officials.  Thirdly^ 
1  will  attempt  to  evaluate  the  impact  of  existing  Federal  programs 
by  citing  the  examples*  of  policies  of  those  agencies  which  are  sivc- 
cifically  .responsible  for  economic  development.  Finally.  I  will 
attenipt  to  offer  an  analysis  of  the  "trickle-down"  theory  and  suggest 
specific  legislative  recommendations  for  alternate  means  and  mech- 
anisms for  delivering  services,  resources  and  subsidies  to  poor  rural 
communities  and  individuals. 

The  problems  that  I  mentioned  cannot  bo  discussed  separately  in 
cubbyholes.  Hopefully,  my  remarks  will  weave  the  four  issues  into 
some  sort  of  harmonious  theme. 

First,  in  dealing  with  bureaucracy,  most  county,  State  and  Federal 
agencies  are  like  the  Empire  State  Building  without  elevators. 
Somewhere 'up  on  top  is  the  administrative  apparatus,  the  public  is 
down  in  the  basement,  and  in  between  is  a  vast  air  space  occupied 
bv  the  bureaucracy.  The  consequence*  of  this  three-tiered  arrange- 
ment is  that  the  average  citizen  lives  in  nearly  total  beAvildermcnt 
alwut  his  government  and,  on  the  other  side,  the  administrative 
of!i(Mala,in  many  oases  work  hi  general  ignorance  of  what  their  own 
bureauorjicies  are  doing  to  the  individual.  A  different  style  of  frustra- 
tion lies  in  wait  for  the  citizen  who  thinks  he  can  accomplish  some- 
thing bv  interrogating  public  officials  at  public  meetings.  If  he 
(or  she)*  tangles  with  the  head  of  a  bureaucracy,  he  will  find  himself 
fierhting  way  out  of  his  class.  Any  local  commissioner  will  tell  the 
citizen  that' the  citizen  is  "not  in  possession  of  all  the  facts.  The 
•common  thread 'that  stitches  all  the  official  responses  together  is  their 
irrelevance  to  the  (juestions.  Such  confrontations  give  the  bystander 
the  feeling  of  traveling  through  one  of  those  amusement-park  con- 
cessions where  iron  bars  turn  out  to  be  rubber  and  where  mirrors 
make  a  man  seem  7  feet  tall  or  7  inches  short.  The  citizen  might  try 
to  barge  into  the  bureaucratic  establishment  and  demand  an  audi- 
ence, but  that  is  tantamount  to  wandering  through  a  pitch-fork  cave, 
full  of  hollow  voices  telling  the  individual  he  is  in  the  wrong  depart- 
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ment  and  will  have  to  go  to  another  agency.  It's  a  page  out  of  Plato's 
"My th  of  the  Caves.'^  /  ' 

I  mention  tliis  and  the  next  point,  not  in  jest— for  a  terribly  serious 
l)roblem  is  created. 

Seventy  years  ago  when  Government  was  really  corrupt,-  public 
employment  was  divided  along  a  2-to-l  ratio.  For  every  100  real 
persons  who  put  in  a  day's  work,  there  were  50  ghosts  who  were 
earned  on  the  payroll.  In  snow,  sleet,  slide,  hurricane,  famine,  fire, 
not  or  grand  jury  investigation,  the  real  ones  had  to  show  up.  A 
prominent  journalist  recently  recalled  the  plight  of  one  large  city 
that  was  faced  with  an  annual  crisis:  It  coiild  have  been  any  of  the 
above-mentioned  difficulties  but  in  this  case  it  happened  to  fife  a  trans- 
portation problem. 

The  mavor  made  the  tactical  blunder  of  issuing  an  appeal  to 
e^ery  public  servant,  asking  them  to  stay  at  home  unless  they  felt 
their  job  was  essential  ,  to  the  public  good.  It  was  reported  that 
between  80  and  90  percent  stayed  home.  Assuredly,  that  was  not  a 
safe  choice  to  offer  to  local  civil  servants;  the  conclusion  being  that 
since  the  postreform  days  of  *'bossism,"  and  "countiy  courthouse" 
nile,  the  merit  system  has  elevated  the  no-show  proportion  substan- 
tiallv  (83  percent).  My  point  is  that  an  absentee  buri^ucracy  is 
also  like  absentee  corporate  ownership,  it  really  does  notlcare  what 
is  happening  in  the  locality. 

I  should  have  prefaced  my  remarks  by  saying  that  my  references 
to  public  officials  are  very  general.  Of  course,  there  are'  individuals 
who  work  long  hours  and  go  out  of  their  wav  to  help  poor  minority 
people,  but  unfortvlnately  they  are  few  and  "far  between. 

If  the  Senators  evet  had  the  chance  to  wander  through  some  of 
these  local  county  agencies  and  Federal  bureaucracies  they  would 
understand.  It  becomes  more  difficult  when  it  involves  low-income 
individuals  who  have  language  problems.  My  references  to  Federal 
agencies  are  relative  also^  they  vaiT  from  agency  to  agency,  depart- 
ment to  department  and  regional  office  to  regional  office.  Tlzis  having 
been  said,  we  can  now  proceed  to  the  more  serious  business  of  analyz- 
ing the  policies  and  efforts  (administrative  and  bureaucratic)  of 
those  Federal  agencies  which  are  responsible  for  providing  grants 
and  guidelines,  programs  and  priorities  for  low-income  and  minority 
groups  in  rural  areas,  especially  in  the  areas  of  economic  and  business 
d(»velopment,  manpower  training,  and  employment. 

KCONOMK'  nKVKLOPMEN'T  ADJIINISTRATIOK 

The  Economic  Development  Administration  (EDA)  ,  as  you  know, 
is  an  agency  of  the  U.S.  Department  df  C'ommerce,  established  in 
1005  to  encourage  economic  development  in  certain  "lagging  com- 
munities" throughout  the  country.  In  order  to  attract  private  in- 
dustry to  locate  in  these  communities,  EDA  has  various  programs 
desi^rned  to  "sweeten  the  pot"  for  private  investment  and  corporate 
interests. 

In  its  effort  to  stimulate  industrial  irrowth  in  areas  with  high 
unemployment  or  Jow  family  incomes,  the  agency  has  created  local 
con)orations  for  |C  dispersal  and  management  of  funds. 

Amons:  other  indncements,  EDA  can  offer  public  works  <rrants 
find  loans,  direct  business  loans,  and  can  give  technical  assistance 
frrants.  They  have  tended  to  concentrate  in  small  towns  and  rural 
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areas  as  well  as  making  substantial  business  loans  (the  fiSGa/l969 
average  loan  being  $1,004,000).  Most  usually,  they  have  referred 
smaller  borrowers  to  the  SBA  and  private  sources.  EDA  has  also 
given  support  to  other  Government  agei^cies  and  has  generally  par- 
ticipated in  projects  when  supplementary  funding  is  available  from 
other  Federal  agencies. 

Although  EDA  has  concentrated  upon  rural  areas  they  have  more 
recently  been  involved  in  establishing  several  major  urban  projects, 
including  ones  in  Los  Angeles  (Watts)  and  Oakland,  Calif.;  in  the 
**stockyards"  of  Chicago;  and  in  Brooklyn,  JNT.Y.,  at  the  old  Navy 
yard.  I  refer  to  these  urban  iireas  becaui^e  that  is  where  pump- 
priming  and  trickle-dowh  has  been  considered  most  successful.  If 
you  plan  to  create  an.  economic  model  for  rural  America^  does  it  not 
.  make  sense  to  examine  the  track  record  of  the  model  you  are  claim- 
ing success'  for? 

,  After  the  Watts  riots  in  1966,  industry  was  reluctant  to  move 
into  the  area.  EDA  imderwrote  a  technical  assistance  study  to 
determine  the  economic  feasibility  of  development,  aend  concluded 
that  the  area  could,  under  norjnal  circumstances,  be  a  natural  center 
for  industrial  development.  Watts  was  well-served  by  utilities  and 
transportation,  and  has  a  large  supply  of  under-utilized  industrial 
and  commercial  land.  Watts  also  has  a  strong  industrial  market,  and 
a  large  labor  pool  available  for  diverse  industrial  jobs. 

EDA  proposed  that  a  local  development  corporation  be  created 
with  establishment  business  and  financial  leaders  from  the  Los  An- 
geles area,  both  black  and  white  to  administer  the  develonment.  EDA 
stipulated  that  the  local  development  corporation  be  inaei)eudent  of 
any  local  community  groups,  and  that  community  participation  be 
kept  to  a  minimum.  The  agency  rationalization  was  that  business 
acumen  was  more  important  to  community  development  that  was 
"relating  to  the  community.'.'  Various  community  groups  felt  other- 
wise and  suggested  that  the  whole  project  was  another  shuck;  i.e.,  to 
help  major  corporations  and  improvement  the  status  of  a  handful  of 
Negroes  who  "were  on  the  make."  From  its  inception  most  com- 
munity groups  felt  left  out  in  the  cold. 

Thus,  Watts  Economic  Kesources  Corporation  (ERC)  was  formed 
in  June  1968  with  nint^  Tjos  Angeles  trustees,  and  was  empowered  to 
l)uy  and  sell  land,  machineiy,  buildings  and  equipment;  to  borrow 
money;  and  to  guarantee  third-party  loans.  EDA  arranged  for  an 
OEO'  grant  of  $3.8  million  to  the  project,  which  EDA  matched,  for 
proOTams  subject  to  EDA  approval. 

Watts'  ERC  has  since  created  a  4r)-acre  industrial  park,  with  EDA 
approval.  Tjocklieed  Aircraft  agreed  to  be  the  first  major  tenant,  and 
promised  to  provide  lobs  and  training  for  the  unemploved.  It  is  gen- 
erally agreed  that  the  proiect  was  not  a  success.  Tjockheed  seems  to 
have  a  poor  track  record  for  deliverin£r  on  promises. 

Across  the  bav  the  city  of  Oakland  was  designated  as  an  EDA 
tarf^et  area  in  1065  because  of  persistent  unemplovment.  EDA  spon- 
sored an  interacency  task  force  in  Oakland— with  tliKparticipation 
of  the  Small  Business  Administration,  the  Departmenfefeof  Housinfr 
nnd  tTrban  Development,  Health,  Labor,  and  OEO— charjred  with 
the  responsibilitv  of  develoninfr  a  coordinated  Federal  and  local 
Rtrnte'rv  to  help  poof  people.  Since  Oakland^s  problems  were  so 
critical.  EDA  established  a  program  to  reverse  the  unemj)l(mnent 
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^^tH'',^^  %       force  had  com-, 

plcted  Its  strategy.  In  addition,.  KDA  committed  funds  for  public 
works  loans  and  grants,  business  loans  and  technical  assistance, 
including  a  ii)13  million  grant  to  World  Airways,  which  promised 
to  tram  minority  individuals. 

•  The  Oakland  project  can  bo  best  summed  up  in  the  words  of  a  a 
lournalist,  aiurrax  Kempton,  in  an  article,  ^'Land  of  Dreams- 
Oakland,  California."  Ho  said: 

^^J'"*^^"  2?  like  80  many  gnrcat  undertakings  in  America,  1« 

ratner  going  to  M  done. 

Its  disaster  is  the  one" common  to  cities:  In  the  last  10  years  its  overaU 
population  has  denned  5  .percent,  and  its  Nogro  population  has  Increased 
#3  percent.  It  is  a  city  of  considerable  amenity.  Only  15  percent  of  its  houslnr 
units  are  substandard.  *         .  " 

^^S^?^  l^J^^^.  ^  ^^^^^  town*  and  the  Labor  Dept.  estimates  that 
one-third  of  its  labor  force  is  unable  to  earn  a  decent  living. 

It  is  ridiculous  to  quarrel  over  whose  fault  this  is,  although  the  city  and 
the  special  federal  team  which  has  been  sent  in  to  repair  the  damage  seem 
to  have  spent  a  good  deal  of  time  quarreling  about  almost  nothing  else. . . . 

Oakland  strives  for  its  reclamation  pretty  much  as  Americans  ,  .  .  always 
ao*-by  building  edifices  for  the  wonderment  of  non-residents.  Its  port  com- 
mission has  a  higher  budget  than  the  entire  city  government  The  30  percent  of 
the  Avhlte  population  which  has  moved  out  in  the  last  10  years  kept  its  con- 
struction union  cards  in  Oakland,  of  course;  the  federal  government  has -a  rale 
of  thumb  that  58  percent  of  the  wages  paid  on  its  Oakland  construction  projects 
go  to  people  who  live  oiitside  of  Oakland. 

The  city  is,  of  course,  concerned  about  its  poor  and  not  Just  because  nowadays 
it  isn  t  easy  to  get  federal  money  without  attaching  a  rider  certifying  that 
somewhere  in  the  plans  there's  a  little  grease  for  the  hard-core. 

The  government  will  shortly  grant  $11,000,000  to  World  Airways*  to  expand 
the  local  airport.  The  president  of  World  Airways  was  listed  recently  as  in 
the  $100,000,000  class,  which  would  suggest  that  he  might  be  able  to  find 
$13,000,000  around  the  money  market  somewhere;  but  the  government  came 
rushing  to  his  relief  because  he  promised  that  his  new  facility  would  train 
and  hire  Oakland  Negroes.*  ^ 

Kiigene  Foley,  then  Director  of  KDA,  seeminclv  satisfied  with  the 
agency's  effort,  said,  aftt»r  the  commitments  in  Oakland: 

We  need  bold  and  imaginative  action  in  each  ghetto  and  we  offer  induce- 
ments to  obtain  it.  If  we  can  devise  schemcsi  for  a  legitimate  profit  to  be  made 
in  the  ghetto  then  we  will  see  the  vast  economic  and  talent  resources  of 
American  business  begin  to  apply  themselves  to  the  solution  of  urban  problems." 

Ono  source  in  Oakland,  a  leader  of  a  commimity^roup,  indicated 
that  at  last  count  14  individuals--hard-eoro  blacks— 4iad  been  trained 
sinco  World  Airways  cot  that  grant.  STow  private  industry  really 
oufrht  to  be  able  to  do  better  than  nearly  a  million  dollars  per  black 
trainee.  The  pump-priniinp:  inducements  that  Foley  felt  wero  so  con- 
ducive to  "bold  and  imaginative  action"  were,  to  say  the  least,  peper- 
ous;  the  trickle-down  aspect  so  enibarrasship:  that' any  Federal  offi- 
cial, economist,  manpower  expert  or  private  industry  spokesman 
should  be  tiitally  ashamed  to  even  r^fer  to  the  theory. 

The  Brooklyn  Xavy  Yard  project  has  been  a  failure  in  terms  of 
manpower  trainin^r.  employment  and  business  standards.  It  was  a 
friveaway  to  local  Kini^s  County  politicians  and  their  business  allies 
and  involved  verj/iittle  minority /comimmity  input. 
— ^ — ^   _  *  \       J  H 

^The  nctuftl  sum  was  $10,050,000  (00^  In  grant  monlffl  and  40C^  In  loftns  at  an 
lntcr<«8t  rati*  of  over  40  yfare). 

»Murrny  Ki^mnton,  "hnnd  of  Dmm»."  Ntw  Vahk  Pont,  May  14»  1067. 

^  KiicpiiP  IK  Foloy.  The  Achieving  (Shctto  (WnalilnRton.  D.C. :  The  NnUonnl  Prcaw, 
Inc.,  1068).  * 
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Another  well  known  EDA  project  is  right  here  in  California.  It 
was  the  funding  of  Walt  Disney's  Mineral  King  project.  Another 
"hard-core^'  company,  Disney's  assets  were  listed  as  51)20^.6  million  as 
of  October,  1970.^ 

This  project-7-a  ski  resort — was  billed  as  a  means  to  help  the  rural 
poor  of  California  by  stimulating  economic  activity  and  jobs. 

The  Mineral  King  project  is  not  only  a  typical  gesture  of  EDA's 
coziness  in  subsidizing  big  business  or  political,  friends  of  the  admin- 
istration; but  it  is  a. symbol  .of  the  Federal  bureaucracy's  indiffer- 
ence to  America's  environment  and  ecology.  Walt  Disney^  Produc- 
tions had  been  granted  permission  from  the  U.S.  Forest  Service  to 
despoil  an  untouched  part  of  the  Sjierra  Valley,  surrounded  on  three 
sides  by  the  Sequoia  National  Park.  The  distinct  financial  advantage 
was  that  the  resort's  location  was  approximately  halfway  between 
Los  Angeles  and  San  Francisco. 

/  At  the  center  of  controversy  over  Disney  Productions]  attempt  to 
/rape  the  Mineral  Kinfi;  area,  one  of  the  most  beautiful  in  the  West 
/  was :  the  richt  of  the  Forest  Service  to  license  these  kinds  of  projects 
'  without  holding  public  hearings;  the  propriety  of  the  Government 
to  lease  large  tracts  of  national  forest  land  to  private  profit-making 
resort  speculators;  and  the  decision  to  put  a  highway  across  a  na- 
tional park  to  give  subsidized  access  to  a  corporate  speculator.  The 
Sierra  Club  has  challenged  the  Mineral  King  plan  and  it  is  expected 
that  tlu^  final  decision  will  be  made  by  the  Supreme  Court  later  this 
month.  The  groundwork  for  Federal  participation  through  EDA  was 
laid  back  in  106G  and  1967. 


woularun  the  road  across  Sequoia  National  rark.  One  article  cited 
the  fact  that : 

raUfornla's  highway  engineer  J.  C.  Womack  said  the  Mineral  King  road 
mnia  be  built  only  *'at  the  expense  of  other  critical  (roadbulldlng)  projects." 
He  added  that  the  xtBc  of  funds  set  aside  for  other  road-buUdlng  projects 
would  be  .  .  very  disruptive  to  previously  approved  planning  and  scheduling 
of  projects  In  the  Southern  Counties**  of  California.* 

Nevertheless,  the -deal  that  was  reportedly  i\rranged  between  Gov. 
Ronald  Reagan  (it  was  reputed  that  Disney  had  contributed  heavily 
to  his  gubernatorial  campaign)  and  the  feds  was  that  the  admin- 
istration issue  a  permit  and  funds'  to  allow  for  construction  of  the 
road  while  Reagan  would  assure  that  the  feds  would  receive  the  nec- 
essary acreage  to  establish  the  Redwood  National  Park.°  Apparently 
the  (lovernor  doesn't  always  feel  that  the  Federal  Government  in 
Washinjrton  is— as  he  has  often  referred  to  it""That  invisible  armv 
on  the  Potomac  leadinjr  us  down  the  road  to  socialism."  The  permit 
•  was  finallv  issued  in  1067  and  EDA  came  across  with  $3  million  for 
f]\o  ralifornia  Ilighwav  Commission  on  the  grounds  thatJthe  Mineral 
Kiufx  "winter  wonderland"  resort  was  essential  to  the  States  econ- 
omv— and  would  ultimatelv  help  poor  folk.  From  ski  slope  to  trickle- 
down,  the  poor  and  unemployod  of  California  were  snowed-under 


•Tprrv  Tftrroll.  Biff  Mickpy  Moubp  tnw  Sultp.  Snn  rrnnolnco  Chrortldp  (Jan.  8. 
^^nocJr  lianoport.  "PIsnpy'B  War  Against  the  WIldcrnpBS.*'  Kamparta.  N'ovpnilipr.  1071. 
■Rapoport.  op.  at 


gosed  to  the  plan:  which 


once  again. 
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OFFICE  OF  ECONOMIC  OPPORTUNITT 

Thft  War  on  Povorty  was  officially  launched  by  the  creation  of  the 
1  ^Ai^'''?.^']?,^*  f  >Pportunity  (GEO)  which  was  the  major  handi- 
work of  the  1964  liconomic  Opportunity  Act.  * 

In  Its  effort  to  alleviate  the  poverty  of  miilions  of  Americans— 
urban  and  rural^black,^  ,wh^  Mexican-American,  Puerto  Rican 
and  Indian— C)L()  was  ^jiven  propr^m  responsibilitv  in  a  wide  vari- 
ety of  areas  which  included:  manpower,  housing,  liealth,' lecal  aid, 
education,  etc. 

.  ,  .  whiph  ptovldod  services,  assistance  and  other  activities  ...  to  Kive 
promise  of  progress  toward  elimination  of  poverty  or  a  cause  or  causes  of 
poverty  through  developing  omirtoyment  opportunities,  Improving  human  per- 
rormanee,  motivation,  and  productivity,  or  bettering  the  conditions  under  which 
people  live,  learn,  and  work;  .  .  " 

Some  of  its  better-known  proirrams  were  Vista,  Ileadstart,  Lecal 
Services,  Upward  Bound,  the  Job  Corps,  the  NeiRhlwrhood  Youth 
C  orps,  and  loster  Grandparents,  amonp:  others.  But  at  the  cut  of  the 
entire  antipoverty  <»ffort  was  the  Commiinitv  Action  Pro^rram  which 
^yas  designed  to  pive  low-income  Americans  an  opportunity  to  iden- 
tify, desi^rn,  plan  and  initiate  their  own  priorities  and  eniphases  in 
over  1,000  communities  across  the  Nation. 

.  ,  ,  whioh  developed,  eontlnued,  and  administered  with  the  maximum  feasible 
participation  of  residents  of  the  areas  and  members  of  the  groups  served ;  .  . 

/i^^^^^'/^r^  OEO-fuiided  Communitv  Action  Agencies 

(C  AAs)  were  designated  as  local-initiative  jVo^rrams.  Thev  were 
p:iven  demonstration  prants  and  "required"  to  maintain  a  measure,  of 
community  control  in  their  planning. 

.  .  .  which  Is  conducted,  aamlnlutered.  or  coordlnnted  by  a  public  or  private 
non-prolik  agency  .  .  *  t  i 

In  succeedinnr  amendments  to  the  act,  the  Conprrefjs  cut  the  heart  out 
of  community  action  and  all  but  eliminated  local  initiative.  In  addi- 
act.q  of  Coufrress  and  decisjons  by  the  Wliite  House  some  of 
()pX)  s  most  effective  prop:rams  were  "spun-off"  or  transferred  ad- 
ministratively to  old-line  agencies  (such  as  HEW,  BIA,  SBA,  IITTD 
and  Labor)  and  State  and  local  a^rencies.  where  it  wag  assured  that 
their  effectiveness  would  he  severely  diminished.  Such  was  the  fate 
of  Head  Start,  N'eifrhlK)rhood  Youth  Corps,  and  the  Job  Corps  amonp 
others.  the  political  base  and  pro/rrammatic  effectiveness  of 

OEO  was  beinir  reduced,  however,  the  lOCfi  and  10G7  amendments  to 
the  Economic  Opportunity  Act  ups:raded  OEO's  role  in  the  area  of 
economic  development.  It  pave  the  apency  authority  to  establish 
"Special  Inu>act"  programs  in  selected  low-income  communities. 

The  title  J  D  amendment  to  the  Economic  Opportuiiitv  Act  (co- 
spoiisored  by  the  late  Robert  F.  Kennedy  and  Jacob  K.  'Javits)  of 
1067  stated  forthriditly  that  communities  have  the  ri^ht  to  control 
and  to  direct  the  improvement  of  a  whole  variety  of  business  and 
social  opportunities.  The  community-owned  corporation  was  the  key 
to  the  whole  concept.  As  Ilol)ert  Kennedy  said  in  T)eceml>er  lOOG : 

The  measure  of  the  suceess  of  this  or  any  program  will  be  the  extent  to 
which  It  helps  the  ghetto  to  become  a  communIty--fl  functioning  unit  lt« 

I  SiTi***"  Eoonomltf  Opportunity  Act  of  lOM. 

■  loin, 

'Economic  Opportunity  Act,  op,  <Ht, 
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people  acting  together  on  matters  of  mutual  concern,  with  the  power  and 
the  resources  to  affect  the  conditions  of  their  own  Uves.  Therefore,  the  heart 

__Qfahe-programr  JU  believe,  should-he-^e-erea^on  of  commumtr  developmentr 
^corpocat.ions  (CDC's)  which  would  carry  out  the  work  of  construction,  the 
hiring  and  training  of  workers,  the  provision  of  service,  -the  encouragement  of 
associated  enterprises— The  community  developjpaent  corporations  .  .  .  would 
find  a  fruitful  partnership  with  American  industry  .  .  .  A  critical  element  in 
the  structure,  financial  and  otherwise,  of  these  corporations  should  be  the  full 
and  ^dominant  participation  by^  the  residents  of  the  community  concerned  .  .  . 

.  through  CBC's,  residents  of  the  ghettos  could  at  once  contribute  to  the  better-^ 
^  ment  of  their  immediate  conditions,  and  build  a  base  for  full  participation  in*^ 
the  economj^— in  the  ownership  and  tha  savings  and  the  self-sufficiency  which 
the  more  fortunate  in  our  Nation  already  take  for  granted. 

In  brief  5  the  CDC  concept  embi-aces  the  central  principle  that  a 
hub  corporation,  usually  non-profit,  is  organized  by  commimity  (i.e., 
poor  or  minority  )  representatives  to  acquire  outside-resources  such  as 
venture  capital,  short  and  long  term  logins,  and  tecmxical  oassistance, 
^tc.,  in  order  to  develop  the  economic,  human,  and  piiysical  resources 
of  the  community.  The  hub  corporation  then,  either  invests  in  or 
makes  loans  to  a  variety  of  subsidiary  foO-profit  corporations  or  co- 
-operatives— 6ach  one  accruing  concrete  benefits  for  the  poor  commu- 
nity— through  flexible  policies  of  financial  support  which  are  geared 
to  the  specific  needs  of  the  particular  enterprise.  Usually  the  CDC 
retains  virtually  complete  control  qf  the  subsidiary  corporation 
throughout  th©  start-i\p  period;  many,  however,  plan  to  make  stock 
in  subsidiary 'coi:2orations  availajjle  at  very  low  cost  to  Employees  and 
residents  of  the  immunities  in"  which  they  operate,  and  a  number 
intend  that  majoHjty  control  will  eventually  be  in  the  hands  of  the 
workers  and  residents.  Although  th^re  are**  variations  among  the 
different  programs  (no  two  CDC's  are  exactly ^alike— as  no  two-com- 
.  munities  are^a]ike)  and  each  project  i-eflects  specific  loc;al  niseds,  the 
organi2i^ational  structures  are  basically  similar  in  design  and  scope. 

In  the  $25  million  obligate(f\o  the  Special  Impact  Program 

was  administered"  through  the  Department  of  Labor.  In  fiscal  year 
1868,  $20  million,  was  obligated  with  the  money  being  divided  be- 
tween four  £lgencies — GEO,  $2  million ;  Lubor,  |ll.5  million;  Agri- 
culture, $2.7  million  and  EDA,  $3.8  million.  In  1969,  again  $20  mil- 
lion was  made  available  with  $11.4  g6irig  to  OEO  and  $8.6^tb  Labor. 
In  1970,  $36  million  went  to  OEO.  The  reasons  for  finally  placing 
control  of  the  program^  in  OEO  are  many  but  two  seem  to  be  over- 
riding :  In  January  of  1969  the  .Westinghouse  Learning  Corp.  deliv- 
ered its  first  evaluation  report  covering  the  fiscal  yearfl968  projects. 
The  report  poiinted  out  that  'there  were  many  operational  problems 
with  the  Department  of  Labor  projects.  It  also  condaided  that  the 
Agriculture  and  Commerce  projects*  involved  only  limited  economic 
development  and  did  notjneet  the  principal  requirement  of  the^ct: 
The  establishment  of  programs  directed  toward  tjie  development  of 
entvepreneurial  and  managerial  skiD^  and  the  partic^ation  of  tHe 
target  population  in  ownershjip  of  business  ventures.  Onjy  the  Hough 
Project  (Cleveland)  was  fouij^  to  be  addressing  itself  to  the^om- 
prehensive  natvy*e  of  the  intent  of  title  I-D.  Partly  on  the  basisc^f 
that  report  and  partly  l?ecaus^  of  the  growing  mterest  in  the  idea 
reflected  in  the  OEO  model,  the  decision  was  made  by^the  Bureau 
o^  the^Budget  to  have  OEO  adi^iinister  the  entire  I-D  program  in 
fiscal-year  1970.  '  '  * 
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'      S^ator  Taft.  Was  that  bad  or  good? 

Mr.  Blattstein.  It  WBs  very  good.       ^  ^  ^ 

t\l\^\ZTlPr^Si^^^^^^  CDC's  and  funded  for 

had  f^^H  St,  Special  Impact  grantees.  By  ,Tune  of  1971  OEO 
19  r,S.l  on]^    operational  moneys  (venture  capital)  18  urban  and 

■a  rAr?^''  an  additional  five  CDC's  received  planning  funds! 
run  ^oS.nn.f;^'^^  ^^"^1*  cooperative,  set  up  in  a  neighboSiood  to 
mL  ?^t^^  and  social,  service  prograriisi  iov  the  community.  Its 
main  actmty  at  the  moment  is  operatmg  business  or  profit-making 
ventures  ior  the  community.  Some  have  set  up  factories  or  shopping 
centers  Others  run  maintenance  services,  cattle  feeder  lots,  filh  co- 
T^^^^i  *  farms,- wood-work  and  toy  co-ops,  strawberry  producer 
'  ^ZT     •  community  development  corpoirations  operate 

Jocal  services,  as  well  as  jperform  municipal  services  under  contract 
trom  local  government.  The  community  development  corporation  can  « 
beset  up  by  civic  groups  and  churches,  by  a  Model  Cities  Board  or* 
poverty  program  Community  Action  Agency,  or  by  any  group  of 
individual  residents  of  that  community.lt  really- merits  thi  title  of 
community  development  corporation,  however,  if  any  community 
membel^may  ]oio.  ,  «  •' 

In  principle,  this  inclusiveness  distinguishes  the  community  devel- 
.  opment  corporation  from  ordinary  private  businesses,  such  as  those 
mentioned- m  programs  for  minority  business  enterprise,  as  well  as 
trom  branches  of  large  corporations  in  poor  neighborhoods.  In  these 
ordinary  private  businesses,  a  limited  group  of  individual  owners  or 
shareholders  run  the  corporation,  and  receive  the  profits 
wkX  private  use.  In  a  commjinity  development  corporation, 

thettthflK  accrue  to  the  community,  and  the  community  decides  whkt 
to  dofmh.them.  .     "  ' 

Community  development  corporations,  thus,  "are  a  possible  form  of 
organizatBon  for  a  community  that  has.  economic,  social,  or  political 
needs,  is  interested  in  working  out  new  w^s  for  its  members  to 
cooperafe  with  each  other  in  meeting  ^em. 

Initially,  most  of  the  CDC's  that  had  been  started  were  in  eco- 
nomically depressed  black  and  Qhieano  urban  nei;?hb6rhoods,  but 
m(^e  recently  CDC's  have  been  established  in  rural  Indian,  Chicano, 
and  White  communities  as  well  asjirban  Chicano  and  low-income 
white  neighl^rhoods.  " 

.  SMAtti  BTJSJNESS  ADMINISTRATION 

^  Since  its  inception,  the  SBA— known  in  minority  communities  as 
'Stop  black  advancem'tot— had  a  repi|tation  for  being  a  bureaucracy 
that  was  generaljy  unresponsive,  if  not  specifically  hostile  to  the  needs 
mmority^individualsmnd  groups.  SBA  officials  by  and  large  had  a 
small  t-own  white  mejfchants'  vie\^point  which  generally  did  not  .in- 
clude providing  any  kind  of  competitive  advantage  to  blacks  and 
Mexican- Americans. ' 

Thererare  several  SBA  programs  which,  though  extremely  useful, 
had  been  almost  exclusively  directed  toward  assisting^white  business- 
iXi^.  Informg^tion  and  access  had  been. systematically  denied  to  mi- 
nofityentr^  For  example, , the  SB  A  was  duthorized  to  loan 

up  tor'$3507500  for  up  to  15  years  at.  5%  percent  maximum  interest. 
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for  construction,  expansion  or  modification  of  small  business  facili- 
ties. In  addition,  SBA  was  recalcitrant  in  offering  participation  to 
minority- business  ventures  by  guaranteeing  bank  loans  for  appli- 
cants who  could  not  meet  commercial  collateral  requirements.  ThK 
SBA  had  the  power' to  guarantee  up.  to  ,$350,00Q  or  90  percent  of  a 
commercial  loan,  whichever  is  less,  and  could  also  directly  partici- 
P^^^ct^^^!^  $150,000.  Generally,  applicants  would  go  directly  to 

the  SBA  which  tl^n  would  passthe  information  on  to  a  commercial 
bank  for  approval  ajid  loan  at  a  locally  allowable  interestlrate.* 

Two  other  SBA '"brick  and  mortar"  capital  programs  could  also  * 
have  been  of  value  to  small  minority  entrepreneurs.  They  were  the 
economic  development  loans  (EDLs)  and  the  small  business  corpo- 
ration loans  (SBIC)  programs.  Ag^n  information  had  been  with- 
held from  minority  businessmen. 

Economic  development,  loans  are  indirect  loans,  intended  to  helg  / 

small  firms  acquire  and  build  new  facilities  or  to  expand  or  modern- 
ize. This»was  accomplished  through  State  development  companies  or 
through  local  development  companies«^>(LDCs),  which  then  disperse  . 
funds  t^  small  businesses.       /  o  ♦  ^-v 

State  development  companies  may  be  financed  up  to  the  amount  of 
other  outstaijdmg  riotes,  for  \ip  to  25  years  at  51^  percent  interest. 
The  State  coippanieg  may  theli  loan  money  for  equity  capital  or  for 
long-term  debt' financing  to  small  firms, 

LDCs  could  be  profit  or  nonprofit  and  could  receive  almost  unlim- 
ited loans.  These,  funds  woijJdyiien  be  dispersed  to  establish  indus- 
trial parks,  conduct  urban  r^wal,  or  to  give  aid  to  ipj{|t]j]L  businesses. 
LDCs — a  legal  enfityr— musf  be  formed  by  at  leasf^iB^^tizens^and 
are  thus  subject  to  some  degree  of  community  control.-  ' 

SBICs  are  profitmaking  associations,  wliich  may  be  liceilsed  by;,  the 
SBA  to  supply  funds  to  small  ^businesses.  SBICs  may  ihak^  available  " 
loans  for  venture  capital,  loilg  term  financing,  or  management  assist- 
ance. No  community  representatioii4s  required  on  SBICs. 

In  general,  private  fmanciilg  must  supplement  Groyemm^  f und- 
ingyof  SBies  in  a  ratio  of  3-2.  The  SBA  would  loan  up^  to  $71/2 
mijlion  to  an  SBIC,  and  the  initial  private*  investment  would  run 
f  rom,  $150,000  to  $1  million,  depending  upon  the  area.  These  re- 
quirements obviously  limit  the  vMue  of  this  program  to  minority 
entrepreneurs,  who  are  unlikely  to  have  large  private  sources  of 
capital,  and  who  were  not  permitted  to  use  funds  from  other  Federal 
agencies  as  "paid  in  capital." 

To  those  who  can  qualify,  a  major  advantage  of  the  program  is  its 
liberal  terms.  There  is  minimum  financing  period  of  5  yeai-s,  but 
.  there  is -no  maximum  tenn.  Addition^,!  borrowing  power  is  availr 
able,  up  to  $10  million,  for  SBICs  with  sulRcient  capital.  There  are 
currently  (in  late  1968)  around  400  SBICs  in  the  U.S.,  with  private 
investments  of  over  $300  million. 
^jjiSBA  was  not. designed  to  serve  the  rural  poor. 
^TJie  efforts  of  the  Bureau  of  Indian  Affairs  (BIA)  have,  on  the 
whole,  been  consistently  bad.  The  attitude  bf  the  itgency's  bureau- 

•One  example  of  the  ktndg  of  bureaucratic  gamc-playlng  that  occurred  involved 
a  minority  contractor,  an  SBA  rffdonal  office  and  one  of  the  coAintry's  largest  banks. 
Tlio  processing  of  the^bjiaek  contractors  application  wa9  held  up  for  6  weeks  while  the 
BBA  office  and  the  bank's  loan  department  exchaoired' G  letteri  in  a  jurisdictional 
dispute  as  to  who  should  type,  the  form^  '  ■ 
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cSmrLTnnT"^^??'*'^  *°  individual  Mai^° 

in  Lma^bfnXS.'"'*  conditions^are  inu<di  like,  if  not  wor^e  than 

(FmHATTave  t"J3-  5-"  Administration 
ffroni;  flni.  I!,  t^^'^'^i  ^i''  discouraged  and  prevented  Indian 
rZVerwif  ^^^^^^^^^  -  the^eservation,  and 

nvT^pLT'^l  n  I'ural'eeonomic  development  programs  sponsored 
l"""^  Government,  low-income  and  minority  groJprEe 
fared  much  worse  than  their  urban  brethren.  Most  FederSf  effort^ 
SriZsfnet "'Th;"  of  the-wealthy  farmer  or*  the'cor^Stl 

number  of  ,?ph  ^^^^^^^^^^tration  of  wealth  in  the  hands  of  a  small 
number  ot  iich  farmers  and  corporations,  as  well  as  vertical  cnn- 
fcv™tW  i;  Z  ^^P^^t^^^t  of%riculture  TDof  A)  "officTal  pol 
JxDe^L  of  ^hP  ''^  encouraged  This,  of  course,  is  done  at  the 
seekW  ?o  pshET'*  '^'"""^^  individual  farmer  as  well  as  those 
rh«  if^^tf   l^nr  f    low-income  cooperatives.  The  FmHA  office  in 

K  ot  o1  m:'?{fllrf^^'  '^^^'^  ^  1----  -  the 

\f  JnnnwplT ^.""^t"  Subcommittee"  on  Employment, 
nio^  •    T^'lJ  ^"S"^t  of  1968,  an  article  which  ap- 

peared in  Fortune  Magazine  by  Roger  Beardwood,  was  read  into 

niS/' f        ^^T^-'  excellent  insights  into  both 

tne  plight  ot  the  rural  poor  and  the  institutional  power— political, 
economic  and  bureaucratic— that  is  exercised  "to  perpetuate  these 
tragic  circumstances  and  conditions.  Beardwood  wrote  that : 

Big  farmers  In  the  South  not  only  make  decisions  thAt  leave  hired  hands  and 
sharecropperH  jobless,  homeless,  and  penniless.  They  also  have  a  powerM  vo  "ce 
In  the  formulation  and  execution  of  farm  policies  and  programs  that  vltallv 
%.IIJ^VV'^^'  Of  independent  Negro  small  farmers. ''in  ^OOT  sS 
Negroes  In  theSouth  were  classified  as  farm  proprietors  and  marSgers;  by 
l^Z^  remained  In  that  category.  There  are  fewer  now,  and  if  the 

inrn  Pr«  ain"!^  unabated,  almost  none  will  be  left  by  1975.  Many  of  these  small 
farmers  and  their  families  could  be  helped  to  stay 'on  the  land  for  at  least 
another  generation.  But  three  things  are  against  them:  their  farms  are  very 
fobby  """^^      mechanize,  and  they  do  not  have  a  Washington 

The  big  farmers'  control  over  small  farmers'  destinies  rests  on  two  facts  of  ' 
political  life.  First,  the  key  agricultural  committees  in  Congress  are  largely 
controlled  by  the  southerners;  some  of  them,  like  Senator  James  Eastland  of 
Mississippi,  are  farmers  themselves.  Second,  the  most- important  Agriculture 
Department  programs  are  administered  by  State  and  country  groups  that  are  ^ 
dominated  by  whites.  The  black  farmer  Is  helped  where  the  administration  is 
fair  and  unprejudiced,  and  hindered  where  It  Is  not. 

The  Negro  farmer's  troubles  frequently  start  with  the  Agricultural  Stabili- 
zation and  Conservation  Service.  The  ASCS  Is  at  the  very  heart  of  the  farm 
program,  that  complicated  structure  which  supports  prices,  sets  production 
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and  marketing  quotas,  conserves  land  by  taking  it  out  of  intensive  cultiva- 
tion, and  allots  the  number  of  acres  on  wliich^farmefrs  may  grow  crops  such  As 
cotton,  tobacco,  and  corn. 

By  its  very  nature,  the  ASCS  system  works  best  for  large  farmers.  For  tlie 
land  on  which  they  do  not  grow  crops,  farmers  are  compensated  according  to 
their  past  production ;  large  farmers  have  usually  had  a  higher  crop  yield  per 
acre  than  small  farmers.  Moreover,  large  farmers  can  take  out  of  production 
their  least  fertile  land;  small  farmers  do  not  have  that  margin.  And  on  the 
land  they  do  continue  to  cultivate,  large  farmers  can  continue  to  increase  in- 
come by  using  modern  teclinology.  Small  farmers,  in  contrast,  lack  the  capital 
and  knowledge  to  mechanize,  irrigate,  or  use  the  latest  pesticides. 

Theoretically,  the  ASCS  is  highly  democratic,  operating  through  a  pyramid 
of  State  and  local  groups.  At  the  toj^  is  the  State' committee,  appointed  by  the 
Secretary  of  Agriculture  after  consultation  with  farm  organizations.  State 
directors  of  agriculture,  deans  of  agricultural  colleges,  and  political  leaders. 
Under  the  State  committees  are  three-man  coimty  committees  that  are  elected 
by  community  committees  chosen  by  farmers  themselves. 

But  Negroes  sit  on  only  five  southern  ASCS  State  cpmmittees.  And  there  ^ire 
only  454  Negroes  among  the  37,000  community  committee  members.  Most  im- 
portant, no  Isegro  sits  on  any  cointy  committee  (four  have  been  elected  as  alter- 
nate members).  And  it  is,  these  all-white  county  groups  that  hire  the  ASCS 
staff  that  administers  the  Federal  program.  This  1^ ear  only  310  Negroes  had 
permanent  full-time  jobs  in  2,892  county  offices  in  the  entire  Nation,  and  no 
office  had  a  Negro  manager. 

Many  small  Negro  farmers  would  do  far  better  if  they  stopped  growing - 
cotton,  com,  tobacco,  and' other  crops  in  the  allotment  system.  By  concentrat- 
ing on  such  other  crot)s  as  cucumbers,  squash,  cabbage,  and  sweet  potatoes, 
which  are  outside  the  quota  system,  they  could  cultivate  all  of  their  land  in- 
stead of  only  part  of  it.  Moreover,  since  the  production  of  such  crops  has  not 
yet  been  heavil/  mechanized,  the  small  farmer  could  compete  with  his  larger 
neigiibors. 

The  (Cooperative  Extension  Service  is  supposed  to  help  farmers  tb  make 
changes  of  this  kind  by  advising  them  on  which  crops  to  grow,  on  cultivation 
metliods,  and  on  farm  management.  But  the  familiar  southern  pattern  of  sepa- 
rate but  unequal  facilities  depreciates  the  Extension  Se'rvice's  value  to  Negro 
farmers.  Until  1964  the  .service  was  completely  segregated ;  the  Negro  extension 
staff  worked  out  of  separate  offices.  (Some  of  them  lacked  even  a  typewriter.) 
Now  the  formerly  separate  staffs  have  been  merged ;  but  many  Negroes  are  still 
paid  less  than  whites  doing  comparable  work,  and  in  only  two  counties  do 
Negroes  head  the  Extension  Service.  A  number  of  white  supervisors  are  less 
qualified  than,  and  junior  in  service  to,  their  Negro  subordinates. 

Furthermore,  the  Extension  Service  lacks  both  vigor  and  imagination.  Exten- 
sion workers. generally  give  attvice  only  to  those  people  who  ask  for  it^al- 
though  some  of  the  people  in  greatest,  need,  those  living  in  remote  areas,  are 
unlikely  to  ask  for  it  because?  they  do  not  know  it  is  available,  or  because  they 
seldom  go  to  the  county  seat  and  cannot  write  a  letter.  The  service  has  also 
failed  tt)  encourage  enough  people  to  grow  their  o^l)  food.  For  generations, 
agricultural  experts  havt  urged  farmers  to  buy  food  at  the  store,  and 
grow  more  on  their  own  land.  But  ih  many  parts^  otthe  rural  South,  most  poor 
homes,  black  and  white,  have  no  vegetable  gardens,  partly  because  landowners 
have  a  vested  interest  in  forcing  workers  and  sharecroppers  to  buy  at  the  com- 
pany store;  thus  they  insist  that  their  people  gro^  cotton  and  tobacco  right 
up  to  the  front  door  of  their  shack.  V ,  ^  u,    i  #  „ 

A  third  branch  of  the  Agriculture  Department  on  which  black  farmers  should 
be  ttble  to  lean  is  the  Farmers  Home  Administration :  It  is  empowered  to  lend 
small  farmers  money  to  build  or  improve  their  homes,  .buy  or  enlarge  farms, 
buv  machinery,  start  businesses  that  will  increase  nonfarm  income,  finance  the 
raising  and  marketing  of  crops,  and  make  loans  to  farmers'  cooperat  ves.  To 
obtain  help,  a-farmer  must  be  small~~but  not  too  poor.  He  has  to  convince  the 
local  office— staffed  by  Federal  employees— that  he  needs  money  for  a  gooa 
reaso^TT^  a  c^^  committee  of  three  must  certify  that  he  cannot  get  the 
money  through  commercial  channels,  but  is  nevertheless  a^od  credit  risk. 

In  the  last^Lveral  years  there  has  been  a  slow,  .minimal  i^P^o^^^,^"^  in  the 
administration  of  ^Agriculture  Department  j)rograms,  brought  about  by  pr^- 
sure  from  the  civil  rights  groups,  a  firmer  Federal  policy,  and  by  Negiro  farm- 
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A  WIDER  PERSPECTIVE  OF  ECONOMIC  DEVELOPMENT 

PnSf?°  ^''ll^P^'""  i  bright  spo^-community  deveWent 
corporations— the  cumulative  effort  of  years  of  activities  doiS 

lowing  general  statements. 

a^iillJ^^^''^^^''^-*^  any  conceivable  business  criteria,  there  is  still  no 
Ztli^^^^  minority  capitalism  or  enterprise.  (For  example,  black- 
Wfi^f''^''^^'"lP^^y      estimated  150,000  people  an^  generate 
fo?       P''?'^'^"^     ^^"^        black  national  income.) 

Ihere  IS  no  overall,  coherent,  public  or  private  sector  strategy 
tor  community  economic  development  , 
•^(3)  P^ederal  and  State  support  of  community  economic  develop- 
ment has  been  mainly  political  rhetoric. 

(4)  Corporate  involvement  in  and  financial  institution  support  of 
S'ic^^e^tiS^        development  has  been  largely  advertising  md 

(5)  Private  sect<>r  coalitions  and  advisory/support  croups  have 
been  overpubhcized  and  underproductive.  ^  ^ 

(6)  No  one  black,  tan,  or  poor  individual  or  group  can  speak  for 
tne_ma]orityof  the  poor  regarding  economi*  development. 

(7)  xNewT^ffislation,  although  useful,  is  not  essential  to  achieving 
moderate  results. 

(2)  Current  Federal  institutions,  with  some  changes,  could  be 
extremely  responsive  and  effective  in  developing  community  eco- 
nomic projects.  ^  J 

^   (0)  Time  is  running  out.  Those  community  leaders  who  were  will- 
ing to  give  the  administration  a  chance  are  under  severe  pressures, 
from  their  constituencies  to  deliver  concrete  projects. 

(10)  The  basis  for  economic  development,  as  viewed  by  most  mi- . 
nonty^(poor)  constituencies,  is  a  community  problem,  rather  than 
a  matter  of  merely  creating  a  handful  of  new  entrepreneurs. 

^     WHY  DO  THESE  CONDITIONS  EXIST? 

(a)  Lack  of  cohesive  leadership  by  the  Federal  Government  in 
providing  a  comprehensive  strategy. 

(b)  Lack  of  corporate  and  banking  involvement. 

(c)  Lack  of  genuine  coordination  between  governmental  agencies: 
Federal  (GEO,  DofA,  FmHA,  SBA,  OMBE,  EDA,  Labor) ;  State; 
and  ihunicipal. 
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(d)  Lack  of  hard  information  and  intelligence  as*to  what  is  really 
happening  in  the  whole  field  (a  communications  gap). 

(e)  The  inability  of  the  white  business  and  political  establish- 
ment to  admit  to  itselfUhat  it  is  unwilling  to  encourajico  the  develop- 
ment  of  institutions  for  the  minority  (poor)  community  that  might 
one  day  demand  interactiop  on  the  basis  of  real  equality  (institution- 
alized racism)*.  —  ' 

(f)  Lack  of  leadership,  direction,  and  experience  on  the  part  of 
nongovernmental  organizations,  which  were  established  t^^^provido 
venture  capital,  technical  assistance,  or  other  expertisiv  V 

(g)  The  inability  of  Government  and  business  l|p^ers  to  perceive 
the  full  dimensions  of  economic  development  as  a  multifaceted,  com- 
munity issue,  rather  than  on  a  piecemeal  basis. 

In  summing  up,  Murray  Kempton's  perceptions  of  the  reasons  for 
the  EDA  giveaway  in  Oakland  seemed  to  bo  equally  true  for  the  E'cd- 
eral  Government's  rationale  for  protecting  and  supporting  the  estab- 
lishment constituencies'  that  they  so  generously  favored  with  funds, 
contracts,  and  other  assorted  goodies — ^"to  hhn  who  hath  it  shall  *bo 
given."  , 

'  A  former  Secretary  of  Commerce  once  wrote : 

.  The  vast  repetitive  operations  are  duUing  the  human  mind  .  .  .  The 
aggregation  of  great  wealth  with  its  power  to  economic  domination  presents 
social  jind  economic  iUs  which  we  are  constantly  struggling  to  remedy/' 

And  a  former  President  of  the  United  States  stated: 

"American  people  from  bitter  experience  have  a  rightful  fear  that  great  busi- 
ness mits  might  be  used  to  dominate  our  industrial  life  and  by  iUegaKand 
unethicaV practices  destroy  equality  of  opportunity."' 

The  President  was  not  L.B.J.,  J.F*K.,  Eisenhower^  FJ).R.  or 
ILS.T.;  the  Secretary  of  Commerce  was  not  a  radical  populist.  In 
;  fact,  they  were.  x)ri6  aiid  the  same  person,  Herbert 'Hoover,  lly 
maneuvered  beyond  belief  to  keep  that  which  belonged  to  the  public, 
out  of  the  hrtnds  of  private  industry.  Hoover's  failure  and  .short^ 
<!omings  were  economic  in  nature  but  even  he  gave  up  believing  in  the 
trickle-dowri  theorv*  America's  rural  poor  cannot  afford  policies  that 
havi^.  been  so  disproved,  nor  can  the  Nation.  Pei'haps  Congress  and 
the  President  will  take  a  .load  f rdm  the  Quaker  from  Iowa  and  at- 
tempt to  exercise  some  iriijndly  persuasion  to' render  unto  the  people 
the  land  which  is  theirs.  Instead  of  rereading  their  own  warmed  over 
press  releases  of  the  "Neilson  ratings,  the  President  and  Ins  C/abmet 
would  do  well  to  read  Hoover's  "Aiitcrican  Ihdividuahsmv'  ^ 

In  conclusion  let  me  say  that  the  single  most  important  piece  ot 
legislation  that  can  be  h(^lpf  ul  to  the  rural  poor  is  the  passage  of  title 
VI  v/hTx^h  I  mil  describe  in  appcndjx  I..  In  addition,  I  have  mcludccl 
a  proposal  for  an  agricultural  service  corps,  which  is  m  appendix  il. 
Thank  you  very  much  for  your  time. 

Appendix!  * 

Generany.  there  are  aVhole.  range  of  legislative  clianges  that  Congress  could 
enact.  The  Federal  Government  could :  guarantee  f,/^^ 
ing  institutions;  provide  capital  in  the  form 

farmets  and  lo^income  cooperatives;  provide  low-inteteat,  revolving  loan  funds 
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and  other  subsidies  that  favor  th«  nnJif^nf^  .k  ?'  ^"'^^  support  programs 
monopoly  laws  wm  M^  ^lVlltor?^^^ 

Act  and  Family  Farm  Act  should  be  K«;l««'atlons  Lands  Authority 

picX7fegis^  to  one  ptrtlculw 

nom&Snit?ArThe^  n^%^e  VH"  ?wh?^     ''''  ^ 

In  the^te  last  September  by  7yotl  ot  l7tolt\  V\n^H^^ 

s^»c~SHr™^^^ 

In  ifiroe  days  of  hearings  on  economic  development  durlnr  tho  lumt  i»Mriiw 
tK«^  f  in  Washington  and         U  In  &ord-8tSyv^« 

^^tfmW%oiruarg"irr^^^^^^^ 

pfSg™.K^c»  ^-'in^n^renTe&Srn^r^m^ 
It  wa8  apparent  from  both  the  background  report  Issued  by  thS  subcoXi^^ 

S?w  TitleTwhon  tL^ZT?  ^"r".^  (the^o^oSsoM^^ 

^      ^  when  they  Introduced  t^he  legislation,  that  if  economic  devolJ&enfc 
projects  were  to  be  truly  responsive  to  the  problems  of  low"ncome  a^^ 
ty  communities,  that  the  mechanism  offerlilg  the  best  opportuSuy  for  ™^ 
Is  the  community  development  corporation.  Both  Senators  and  ^e  ren^^^^^^ 
affirmed  the  vitality  and  viability  of  the  communitreconomird^^^^^ 
S^-.rf" attention  was  also  given-  to*  the  specWc  legislStlv^  SgSf  thii 
nnHnlff^'^'*     "'^^f'     strengthen  the  potential  of  this  program.  ■ 
During  the  course  of  the  testimony.  Individuals  representing  diverse  commu- 
5o;\,?,ir^''  17*?'^^  ""^  discrimination  and/or  adStritiv^T 

oS'or    n^^T^^^^^^  ".T  f""*  '"""''^  ^  "th^r  ^^^d^ral  agencies  to' 

offer  the  <  IK  h  miccess  to  their  programs.  Those  agencies  singled  out  for  6ritl.  ' 

A^Hn  mf^^^^^^  (^^'"HA)  of  the  Depariment  of 

Agriculturc-^whlch  the  Rural  Loan  Program  (Title  III-A  of  ^the 

M)A.  42  TT.S.{    2H41».5r>)  :  the  Small  Business  Administration;  the  ElcOnomlc 
Development  Administration  of  the  Department  of  Commerce  and  HUD 

The  <  ommunity  Economic  Development  Section  contains  three  patts' which 
attempt  to  comprehensively  deal  with  the  shortcomings  of  the  prior  leicifl*- 
tlon.  They  are:  o  ,  i     ».  i^oawa* 

i'art  A.  which. focuses  moi^e  sharply  on  urban  and  rural  community^based 
corporations.  It  emphasizes  the  crulcal  role  played  by  federally  suppUed  equity 
capital  and  mandates  the  cooperation  of  other  Federal  agencies  in  the  growth  of 
community  development  corporations. 

Part  B :  Part  B  provides  grants  to  rural  cooperatives  comprised  of  a  major- 
ity of  poor  people.  Sueh  grants  are  essential  to  help  launch  rural  cooperatives 
and  thus  help  low-Income  farm<^Vs  to  utilize  the  kinds  of  resource  concentra- 
tion that  are  essential  If  they  are  to  exist  as  Independent  farmers* 

Part  0:  part  C  provides  technical  assistance  and  long-term  loan  funds  for 
urban  and  rural  areas.  It  extends  the  existing  $87  million  title  III-A  rural  loAh 
revolving  fund,  which  the  administration  has  terminated,  and  provides  for  the 
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eventual  creation  of  a  matcliing  urban  development  loan  tnngi.  In  conformity 
wltli  otlier  federally  supimrted  revolving  funds,  tlie  interest  on  loans  made  by 
the  fund  can  be  used  to  defray  administrative,  technical  assistance  and  super- 
visory costs  of  the  fund  rather  than  being  paid  to  the  Treasury.  (A  measure  of 
the  subcommittee's  view  of  the  importance  of  Title  VII  is  the  authorization 
recommendation  of  $00  million  for  fiscal  1912  and  $120  million  for  fiscal  1018.) 

A  brief  section-by-section  analysis  offers  some  further  insights  into  the  im- 
plications of  substantive  as  well  as  administrative  changes. 

Section  711  legislatively  recognizes  the  community  development  corporation 
as  an  entity,  i^ectlon  713(a)(1)  recognizes  that  CDC  access  to  SBA"^  Small 
liusiness  Investment  Corporation  (SBIC)  ;  Minority  Enterprise  Small  Business 
Investment  Corporation  (MESBIC)  ;  and  local  Development  Corporation 
(LI)O)  programs  have  been  hindered  by  SBA's  refusal  to  treat  OEO  grant 
funds  in  tlie  hands  of  CDC's  as  the  "private  paid-in  capital**  necessary  for  eli- 
gibility. This  section  allows  the  CDC's  to  malce  maximum  use  of  all  leverage 
devices  of  programs  offered  by  the  SBA,  especially  the  ones  mentioned  above, 
and  provides  that  Title  VII  funds  invested  in  SBIC'Sr  MESBIC's  or.LDC's  by 
CDC's  are  to  be  treated  as,  "private  paid-in  capital  and  paid-in  surplus,"  com- 
bined "paid-in  capital  and  paid-in  surplus**  and  "paid-in  capital.*' 

In  addition,  it  encourages  CDC  access  to  all  other  SBA  programs,  including 
the  various  direct  ^an  and  guarantee  programs,  the  Lease  Guarantee  Program 
and  tlie  Section  Sim)  subcontracting  and  procurement  programs.  In  testimony 
before  the  subcomiOTttee,  it  was  pointed  out  that  the  SBA  has,  in  a  number  of 
instances,  refused  either  directly  or  indirectly,  to  malce  these  programs  avail- 
able to  OD(Mnitiate(l  enterprises.  Thus,  in  its  report  the  subcommittee  stated 
forthrightly  "that  VDV'h  offer  on^  of  the  few  opportunities  to  assist  businesses 
in  depressed  urban  and  rural  areas  where  there  is  the  promise  both  of  ade- 
quate capitalization,  through  combined  utilization  of  OEO  grants  am/ SBA 
assistance,  and  substantial  inputs  of  technical  assistance  at  all  levels — enter- 
prise develoi)ment,  feasibility'  in  marketing  analyses,  management  and  opera- 
ti(ms.*'  Thus,  in  the  coramittee*s  view,  distinctions  drawn  by  SBA  Which  have 
tlie  effect  of  excluding  CDC's  or  imposing  unrealistic  obligations  on  them  are 
.  unfortunate  and  reflect  a  view  of  free  enterprise  inconsistent  with  the 
need  to  devote  resources  to  the  problems  of  poor  urban  and  rural  communi- 
ties." Accordingly,  section  713(a)(2)  is  intended  to  result  in  tiie  issuance  of 
guidelines  tliat  will  maximize  the  availability  of  SBA  programs  to  CDC's 
receiving  financial  assistance  under  the  Title  VII  program.  ^      /  i 

Section  713  (b)  strengthens  provisions  of  Title  M),  under  which  CDC  Meas 
be  deemed  "redevelopment  areaw,**  thus  making  them  eligible  for  assi^fknce 
from  tlie  Kccmomic  Development  Administration  (EDA).  In  the  P^iSAf;vt"JJ 
EDA  has  Inslst^'d  upon  submission  of  an  "overall  economic  developmontljipn*' 
(OEDP).  tiie  preparation  of  which  is  a  long  and  expensive  process.  Th^ub- 
committee  viewed  thi^  as  au  unnecessary,  duplicative  impediment  and  spifjlod 
that  it  be  dropped.  Accordingly,  the  section  specifies  that  (U)(Vs  shall  "/y 
for  both  the  facilities  grants  (Title  I)  and  the  loans  (Title  II)  available l|ider 
tli(^  I'ublic  Works  and  Economic  Development  Act  of  1065,  as  amendC(W^and 
provides  that  CIXVs  shall  be  deemed  to  fulfill  the  overall  economic  develop- 
ment planning  reauirements  of  Section  XII  (b)  (10)  of  that  Act.         i  f 

Section  713  (c)  insures  that  OIKVs  will  bave  access  to  the  prograirts  ad- 
ministered by  IIUI)  that  provide  support  for  low  and  moderate  Income 
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Section  731  also  provides  for  urban  and  rural  development  loan  fundB.'  In 
effect.  Sub-section  (c)  (2)  relnstitutes  the  current  Title  III-A  loan  proKram 
which  Im  had  nearly  |87  million  In  assets  and  had  been  terminated  by  the 
Administration..! he  committee  found  that  this  loan  program  would  bo  an 
Invaluable  resource  for  the  development  of  rural  areas  and  should  be  con- 
tinned.  Most  testimonies  elicited  during  the  hearings  indicated  that  the 
tanners  Home  Administration  which  administered  this  program  heretofore 
under  a  delegation  of  authority  from  GEO  had  simply  done  a  terrible  job  and 
in  point  of  fact  several  witnesses  stated  flatly  that  FmHA  did  not  view  low- 
Inejime  farmers  or  low  income  farm  cooperative^  as  a  suitable  client  con- 
stituency. Therefore  the  new  legislation  calls  for  a  more  effective  rural 
eeonomie  development  program  administered  by  GEO  which  will  provide  grants, 
loans  and  adequate  technical  assistance  to  both  small  farmers  and  rural 
cooperatives. 

The  rural  fund  would  start  with  a  mjnimum  of  $27  million  and  the  urban 
°  fund  will  be  initiated  when  moj?e  than  $60  million  if}  appropriated  for  Title  VIL 
The  Keetlon  also  provides  for  a  much  more  ambitious  technical  assistance  and 
training  program  as  well  as^  for  experimental  research  and  development 
programs.* 

In  nummary,  it  should  be  sajid  that  the  new  legislation  goes  a  long  way  toward 
plugging  many  of  the  Qdmlrilstrative  loopholes  that  existed  under  the  old 
I-I)  leglslathm'.  In  doing  so,  ife  resolves  certain  problems  that  have  consistently 
Impeded  tlie  capaelty  and  gro^-th  of  theXJDC/s.  Some  of  these  issues  that  I  ha^ 
mentioned  above,  such  as  the  recapturing  of  the  Kural  Loan  I^rogram^e 
opening  of  access  to  sui^plementary  programs  offered  by  oflier  ageaoies,  TXnJr  the 
aeceptance  of  government  funds  as  "paid-in  capital"  for  LDC's,  MBSBIGjF and 
SBK^'h  will  go  a  long  way  toward  strengthening^  the  delivery  system  of  CDC's. 

Additional  issues  tliat  a|;e  resolved  are :  that  .the  director  of  GEG  cannot  Sele-  . 
gate  any  programs  to  other  agencies;  the.  assets  of  CDO's  are  the  property 
CIXVs;  and  that  the  director  has  the  authority  to  waive  10%  non-federal 
sliare  without  the  necessity  for  promulgating  regulations.  These  too  will  be 
useful.  •  .  ■  •  ^ 

In  conclusion,  It  should  be  pointed  out  that  there  are  some  basic  problems 
with  this  legislation.  The  flrst  and  foreinost  is  that  it  was  vetoed  by  the 
President  on  December  9.  1971.  Although  he  focused  his  attack  on^the  Child 
Development  Amendment,  tlie  President  also  emphasized  his  strong  opposition 
^to  "categorical  programs"  which  includes  the  Community  Economic  Develop- 
ment Title.  Tliere  are  very  strong  indications  that  both  the  House  and*Senate 
Committees  will  reintroduce  a  new  bill,  with  Title  VII  included,  in  January. 
It  deserves  your  full  support  and  sliould  be  passed.  Another  example  is 
nwmeyl  The  Conference  Committee  will  have  the  opportunity  to  specify  an 
authorization  figure  and  it  Is  obvious  that  the  success  of  several  of  the  above- 
mentioned  programs  are  going  to  require  increasea  authorization.  (For 
example.  In  order  for  GEO  to  assume  the  administration  of  the  new  rural 
development  It  must  establish  a  totally  new  delivery  system  which  will  be 
costly.) 


Appendix  II  f 
Proposal  for  an  Agricultural  Service  Corps  C'ASC") 
l  who  would  be  served? 

« 

Agricultural  marketing  and  supply  cooperatives  comprised  in  major  part  of 
low  and  lower  middle  income  farmers. 

n.  WHY  IB  rr  necessary? 

The  KxtonsirFln  Service  operation  has  largely  functioned  as  a  vassal  of 
fhe  corporate  .(agri-business)  farming  interests.  It  has  done  little  or  nothing 
for  the  small  farmers.  The  Extension  Service-corporate  farm  relationship 
in  now  m  inntitutionalized  and  intractable  tliat  it  is  alifiost  impossible  to 
make  it  responsive  to  small  farmers.  Tlie  ^jame  could  be  said  for  the  DofA. 
and  the  Farmers  Home  Administration. 
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III.  PURPOSE  ^ 

!•  To  provide  high  Quality  expertise  to  sueh  co-ops  In  respect  of  planting, 
cultivating,  harvesting,  processing,  marketing,  accounting,  etc. 

2.  To  begin  to  close  the  teclmological  gap  between  the  corporate  farming 
operation,  and  small  farmer  co-ops. 

3.  To  establish  an  educational  and  research  center  to  deal  with  problems 
facing  small  farmer  co-ops.  Special  problems  would  be .  Investigated ;  i.e., 
which  crops  are  suitable  for  such  operation  (e.g.,  ^trawbcrifies) ;  and  special 
processing,  marketing,  and  management  problems,  etc.  (It  is  not  inconceivable 
to  deal  with  other  related  problems  such  as  rural  housli^,  health,  manpower 
training,  education  and  ^onsumerism. ) 

rV.  WHAT  IS  TH^SIODEL  FOB  THE  CORPS? 

The  Reginald  Ilelwr  jRmlth  Fellowship  Program.  (This  program  is  different 
from  VISTA  In  that  AS(^  will  pay  a  "real"  wage  [e.g.,  10,000/yr.  for  new- 
graduates]).  •  » 

V.  WHO  WILL  PARTICIPATE? 

Qualified  and  motivated  graduates  from  the  agricultural  schools  of  uni- 
versities. 

VL  UNDER  WHICH  AOENCY? 

O.E.O.,  which  has  been  the  most  responsive  to  the  needs  of  the  rural  poor. 
Or  contract  with  a  university  (like  the  Reggie  Program  contracts  with 
Howard). 

Senator  STf:^*ENK(>x.  You  have  been  somethkig  iPSs  than  enthusi- 
astic about  civil  servants  and  the  President's  governmental  policies. 

I  mif^ht  Say  title  VII  has  been  reintroduced  as  part  of  a  new  OEO 
extension  bill.  Beyond  title /^II,  what  kind  of  policiVs  would  you  be 
enthusiastic  about?  ('ouUi  you  just  tell  us,  concisely,  about  your 
stTOtegiesior  rural  America? 

Mr.  BiAtTSTEiN.  If  I^may  first  answer  one  question  Senator  Taft 
raised  eai*lier  with  regard  to'  the  Bank  of  Ame/ica  loans  to  low- 
income  or  minority  individuals.  The  bank  docs  not  have  to  be  afraid 
of  stockliolder  suits  because  TO  percent  of  their  loans  arc  guaranteed 
by  the  Small  Business  Administration  and  l^c  other  30  percent  are 
guaranteed 'by  the— 

Senator  Taft.  Let's  lia^  that  again? 

Mr.  BizATTRTEi?^.  Seventy  percent  of  tlie  loans  are  guaranteed  by 
the  Small  lousiness  Administration. 

Senator  Taft.  Total  authorization  of  the  Small  Business  Admin- 
istration " 

Mr.  Blattstein.  Sir,  70  percent  of  the  low-income/ minority  loans 
made  by  the  Bank  of'  America  are  guaranteed — ^ 

Senator  TaJt.  IIow  do  you  arrive  at  the  classification?  I  have  no 
ax  to  grind  one  way  or  the.  otlnir. 
,    'Mr.  lii^tTfttKiN.  That  is  the  a\erage  at  this  SBA  office  and  one 
^  need  only  cheek  the  local  SBA  offuVlSeventy  percent  are  guaranteed, 
*and  the  "other  30  porcent  of  their  loans- 
Senator  Ta*t.  How  many  are  they  making? 
Mr.  Blaitstrik.  Th(»y  are  not  making  very  many.  But  the  other 
^  30  percent  is  guaranteed  by  the  California  State  Job  Development 
(^6.,  so  they'^are  not  taking  one  penny's  risks  with  regard  to  loans 
to  low-income  or  minority  borrowers. 
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Senator  Taft'.  That  wasn't  the  question  that  was  raised  as  I  recall, 
out  it  IS  interestin;^  to  hear. 
Mr.  Blatotein.  I  am  sorry,  sir. 

?^  5^^^  Senator  Stevenson's  question  regarding  civil  serv- 
ants and  the  President's  governmental  policies.  Wliat  I  have  related  to 
you  is  not  only  my  own  interpretation  hut  the  responses  which  I  hear 
every  day  from  community  leaders,  attorneys,  and  business  experts 
wno  are  workmg  with  low-income  groups. 

•  1  i^x^?^^  t^^®  ^^^^^^  V^^^  of  Senator  Stevenson's  question,  I 
think  that  it  is  a  long  and  difficult  row  to  hoe.  I  believe  title  VII . 
represents  a  very  important  st^p  forward  in  many  ways.  In  the 
title  there  IS  a  legislative  mandate  to  coordinate  rural  loans;  as  a 
matter  of  fact,  it  transfers  the  administration  of -the  old  title  III 
rural  loan  program  that  the  Farmers  Home  Administration  inade- 
quately dealt  with  and  returns  it  to  a  special  loan  fund  assumedly 
to  be  run  by  GEO.  It  also  provides  for  technical  assistance  fundfa 
for  rural  low-income  co-ops.  There  is  very  little  technical  assistance 
available  presently.  It  additionally  provides  for  a  research  and 
orities^  represents  an  opportunity  to  reverse  past  pri- 

It  was  asked,  What  are  the  universities  doing?  Very  little  is  being 
done  at  most  universities  to  help  the  minority  farmer  or  the  small 
.  co-op,  especially  in  the  South.- Most  of  the  research  that  is  govern- 
ment subsidized  IS  for  the  institutional,  large  agribusiness.  In  the 
new^title  VII  it  specifically  authorizes  the  establishment  of  an  eco- 
nomic development  strategy  center  for  the  rural  poor  of  America 
which  will  examine  new  strategies  for  low-income  and  small  co-ops. 
in  a  sense,  I  would  say  that  right  now  the  most  vital,  single 
legislative  initiative  that  can  be  taken  is  passage  of  title  VII.  It 
will  go  a  long  way  to  eliminate  many  of  the  difiicnlties''  that  I  have 
pointed  out. 

Senator  Stpivkxson.  Senator  Taft. 
Blar£i![  ^  ^^^'^  '^"'^^  ^  ^^^^^        further  questions  of  Mr. 

I  apolofjize  for  not  beinp  here  during  vour  entire  testimony,  but  I 
will  read  it,  and  I  apologize  also,  alongVitli  the  chairman,  for  the 
tact  that  we  didn  t  have  more  time  to  consider  your  statements  here. 

1  am  sorry  your  health  has  beeiv  poor  and  T  wish  vou  an  eivrlv 
recovery,  and  I  wondeji^when  vou  will  vi>nture.  into 'the  political 
scene  yourself? 

Mr.  lii^trsTEiN.  I  tend  doubt  that  it  will  happen  in  the  near 
future,  r  suspect  that  I  will  continue  to  work  on  behalf  of  the  com- 
munity development  corporations' and  for  low-income  rural  co-ops. 

I  hank  you  very  much. 

Senator  Stiivexhox.  Thank  you  very  much,  Mr.  Blaustein.  The 
next  witness  is  Mr.  Peter  Barnes,  west  coast  editor  of  The  New 
Republic.  V  '   .  * 

Mr.  BLAtrsTErx.  Tliank  ymi  very  much. 

(The  prepared  statement  of  Arthur  Blaustein  follows:) 
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Testimony  o£  Arthur  BZ«u«teln 
before  the  Senate  Subcoiinlttee.  on  Mlfretory  Labor 
January  13»  1972 

Mr,  Chalraan,  In  my  testlaony  today  I  would  lilcc  to  addresa  aiy  remark* 
to ^our  general  problem  arejps  that  effect  the  rural  poor,  and,  In  particular, 
the  migrant  laborer  and  hla  family*  \  Othcra  have  offered  teatlmony  on  more 
•pedflc  Isaues  iuch  as  concentration  of  land  ownership,  water  uac  or 
population  dlstrJLbutlcm. 

The  subject  areas  t^hat  I  want  to  cover  are  much  broader"  and  ^complex; 
and  therefore  do  not  lend'  themselves  to  simple  explanation  or  description— 
to  the  «3C  of  charts,  curves  and  flgurca-rnor  to  easy  solutions*    Tlicy  have 
to  do  with  attitudes,  atructurefl>  assumptions  and  theories*  ^  j 

The  first  has  to  do  with  the  Inter-rclatlonshlp  between  economic  and 
political  power  and  more  important  how  this  power  la  wielded  to  Influence, 
control  and  aubjugatc  low-income  and  mltiorlty  groups*    The  problem  is 
manifest,  economic  development  and  jol^s  are  an  Inpartift^xiJPHl^^i  °^ 
equation  but  politictil  Influenoc  Is,  above  all,  critical  to  the  solution. 
Too  often  these  issues  are  analyzed  separately  but,  in  the  real  world,  they 
arc  very  ouch  interdependent.    The  gut  of  this  crltlcaf  issue  is  the  aspect 
of' community  control;  of  Individuals  part lelpa ting  in  decisions  that  affect 
their  own  lives. 

Existing  policies  arc  next  to  useless t    Worse  tlian  that,  in  many 
cases  the  prograno  that  are  offered  either  waste  our  hum^n  resources  or 
despoil  our  natural  rcsourcca.    They  certainly  do  not  contain  the  dimension 
that  allows  for  social  or  economic  change  for  rurjtl  loW-incomc  families. 
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'     Th«  "wclfare/»oblllty^'  scracegy  Is  vorklnf.    The  •o-callad  "growth  ctnttr" 
.    acraccgy  Is  slwply  oae  of  "borrowing  from     tar  Instead  of  Paul,"    It  makes 
very  little  sense  In  practical  teras.    Ths  Prssldent  haa  decided  to  di;op 
the  Title  III-A  loan  program  ruii  by  FallA— which  totally  dia regarded  the 
intent  of  Congressional  legialation.    Local  pollticiana  and  burcaucrata 
are  owned  by  large  agricultural  conglomcratea,    Wa  have  nowhere  to  go  but 
up;  unless  'the  bottom  falls  out  totally ^  ' 

At  the  beginning  Z  want  to  make  it  clear  that  Z  atrongly  believe 
that  a  coherent  policy  of  economic  development  la  the  moat  aenaible  and 
viable  atrategy  for  alleviating  poverty  in  rural  America.    Z  auggeat  that 
the  best  way  to  achieve  this  goajl  ia  to  offer  an  opportunity  to  poor  rural 
people  to  own  and  run  their  own  farma  and  to  eatablish  and  own  cooperativeb*-- 
thereby  enabling  them  to  earn  a  decent  living  for  thcmselvea  rather  than  bo 
forced  to  choose  between  migration  to  the  urban  alums  and  a  life  of  welfare 
and/or  (colonial)  dependency.    Z  do  not  feeX  that  it  ia  an  underatatement 
to  aay  that  the  present  pyramid  of  corporate  aub8i(fLc8»  government ,  qiiaai- 
regulation,  bureaucratic  inflctfaitivlty  and  legialative  indifference  ia 
designed  to  keep  people  in  human  bondage.    The  circu«3tancea  and  conditions 

.  which  Z  have  described,  whether  by  deliberate  plan  or  not,  have  been 

Imposed  on  rural  American  in  a  piecemeal  faahion  with  practically  no  thought 
to  overall  policy  nor  to  the  plight  of  human  beings  or  to  the  environment. 
Furthermore,  although  I  have  only  read  it  briefly,  the  new  Act  propoaed  by 
Senator  Humphrey  and  others  will  not  resolve  the  aforementioned^problems: 
it  will  perpetuate  the  faulta  of  an  inadequate  ays tern— 'that  ia,  except  for 
corporationa.  f 
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With  regard  to  .polltlcmX  implications ,  let  me  quot;e.  to  you  the 


following  exa^iple:  .  / 

Coca  Coia*s  treatment  of  migrant" workers  presents  a  perfect  les'son* 

■  •  '   "  .  \'  '  ■       *      "  ■•  •      '    •■  ■  .V       ■    '  ■• ' 
In  I960  Cpca  C6la  bought  Minute  Hald. orange  juice  and  beqame.one  of  the  ^ 

largest  employers  .o£  migrant  workets  in  Tlor Ida  t    At  the^'tlm'e  of  the  *. 

purchase  Un  1960 »  Coca  Cola  e^cecutiVee  jqpjist  surely  have  known  of  the  ;ex-  r- 

ploitation  of  fee  migrant  worker  in.  the»Mlnute  Maid  operations — the  labor^^ 

sltu^lon  is  a  crucial  component  of  any  feasibility  study  ^preliminary  to    >  ': 

purchase  of  a  major  corporation^    For  10  years  Coca  Cola  topk  no  Action 

.  ■' ■^   ■  '  '     .  \-  ■ 

reform  its  policies  towards  theT  migrants ,    KoW  it  is  beginning  to  , 
implement  some  reforms^  but  only ^f ter  t)ie  activities  of  Ces^r  Chiive2  came 
to  the  attention  of . the  pt^sldent^  of  Co^a  Cola,  only  afteV  a  television 
documentary  and 'congresslCnsX  hearings  embarraf^sed  the  corporation*    In  short  > 

only  after  Coca  Cola's  actions  were  treated  as  the  political,  acts  of  a 

.  .  •     ,  •      ■  .  •  i  ■  . 

firm  not  ex^c£ly  figltting  for  competitive  survival t'^'  , 

■  '  •  ^  ^  ■  \.  '  - 
3:he  second  area  that  I  will  address  my  remarks  to  is  bureaucratic^ 

indifference.   '^Irdly,  I  will  att^pt  to  evaluate  the  impact  of  existing   ^  ^ 

federal  programs  by  citing  the  examples  of  poliqies  oj^  those  agencies  .which  - 

are  specifically  responsible  for  economic  development.    Finally »  I  will 

attempt  to  offer       analysis  of  the  "trickle-down"  theory  an<3  suggest 

specific  legislative' recommendations  far  alternate  means  and^mechanisi?  for  \ 

delivering  services «  resources  and  subsidies  to  poor.rutal  communities  and 
^  «*  '  '      •  .* 

individuals »     .         .   '  * 

*  .         '         •  ■ 

et  ■  '.  .  . 

The  problems  that  I  mentioned  cannot  l»e  ou4-lined  separately.'  Hope*- 

<  ,  \  *  ' 

fully  I  my  remarks  will  yeave  the  four  issues  into  sonie  sort  of  hamidnious  theme. 


^Philip  W.  Moore,  "What's  Good  ^or  the  Country  is  Good  for  G.M,/'  page  17. 
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^  .         Most  county,  ,»ftm  imd  federal  egenciee  are  like  the*Empire'  State 
Building  wj^thout  elevatora-  \  Soaewhete  up  on  top  ia  the  admlniatrativ* 
apparattta*  the  public  ia  iu  ^he  l^aaemetit,  and  in  between  ia  a  vaat  ait 

apace  occupied  by  the  bureauct^t*       The  conaequetjce  of  tfila  three-tieted 
arrangement  ia'  that  the  unafftl^.at<d  .citijtn  tive'a  in  nearly  total  bewildei:- 
ficnt  abou]t  hi.a  government  and,  on  theAc  aide,  the  adiftinlatrative  official* 
'woric  in  general  ignorance  of  what  thetr  own  bureaucraciea  are  doing  to* the 
citizen.    A  different  a tyle  of  frustration  lies  in  wait  for  the  citizen-Who 
thlnka  he  can  accomplish  aometbing  by  interrogating  public  dfficiaia  at 
public  jneetinga.    An  individual  who  tanglpa  with*  the  head  of  a  bureaucracy 
will  find  h±BX9^1f  fighting  out  of  hia  claaa;  a^  coniaiaaloner  will  tell 
the  citizen  that  the  citizen  ia  "not  in'poasessio^  of  all  the  fao^ta."  th^ 
conanon  thread  that  atitches  all  the  official  rcapon^ea  together  ia  their 
irrelevance* to  the  qucsstions.    Such  confrontationa  give  the  bystander  -the  ^ 
feeling  of  traveling  through  one  of  thoae  amusement-parjc  concessions  where 
iron  bars  turn  out  to  be  rubber  and  where  mirrors  make  a  man  seem  s;ftven 
^^cfit  tall  or  seven-lncheV-ahort^^-The-citlzen  might  try  to  barge  into  the 
bureaucratic  eatabliihment  and  demand  an  audience, 'but  that  ia  tantamount 
to  wanderljjg  through  a  pitch-black  cave,  full  oi  hollow, voicea  telling 
the  citizen  he  has  the  wrong  department.    It'a  a  page  .out  ^f  Plato's 
"Myth  of  the  Caves."! 


„  ,  "The  Eatabliahri 

That/'  The  Center  Magazine.  September,  1968 


•^-An  interview  With  Joseph  P.  ^Lyford,  "The  Eatabliahment  and- All 


Sevtnty  years ..«go  when  govenVnent  w««  yeajlly  corrupt,  public  employ- 

aent .was  dlylded  aldhg  t  2*tb'  1  ratio/  For  every  100  real  peraona  who  put 

in  a  day' a  work,  there  were  50  ghoata  who  were  carried  on  the  payroll.  In 

*        ■  ^         ■■■1*  • 
ano\y^  sleet,  allde,  hurricane,  famine,  fire,  riot  or  grand  jury  inVeatiga-, 

•    ■      4  .  - 

tloiw;  ^hc  real  onea  had^  to  show -up.    One  journalist  recently  recalled  the^ 

plight  b£  one  city  that  was  facing  an  annual  crisis.    It  could  have  bpen  any 

of  the  above  but  in  this  cas^  it  happened  to  be  a  transportation  problem 

(it  happena,pnce  i^yery  two  yeara  "like  clockwoisk)^  / 

The^'mayor  made  the  tactical  blun«Jer  of  ispuing  an  appeal  to  every 

pubiic  servant,  asking Jthem  to  aitay  home  unXcaa  they  felt  their  job  was 

essential  to  the  public  good/  It  was  reported  that  between  80  and  90  per  ^ 

»  1 
cent  stayed  home.    Assuredly,  i^was  not  a  safe,  choice' to  offer  local 

civil  servants.    The  conclusion  being  ^at  since* the  post-reform  days  of  ^ 

"bosflism,"  and  "county  court/ house"  rule,  , the  merit  system  has  elevated  - 

». 

the  no-show  proportion^ (33  per  cent)  substantially. 

This  having  been  said,  we  can  now  proceed  to  >the  more  serious 
business  .of  analyzing  the  policies  and  ef  f  ortjs  (administrative  ajid  bureau- 
*cratic)  -3f  those  federal  agencies  which  are  responsible  for  p/oviding 
grants  and  guideline's,  programs  and  priori tiea.  fbr  lo^^-income  and  minority 
groups  in  rural  are/ts,  especially  iVi  the  areas  manpower  training; 

employment;  and  economic  and  busineaa  development* 
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■•  '    Economle  Deyeii&^t- Administration  '    |  };  . 

.  the  Economic  Development  Adii;lfll«tra_tlon  (EDA),' as  you  Vnow,  U  «n 
agency of  the  U.S.  Department  of  Commerce,  e.tabllahed  In  .J965  to  encourage  - 
economic  d^svelopment  In  certain?  "laggths^'codmunltlea'^  throughout  rte  country.  • 
In  order  to  attract  private  Indu.try  to.  locate  In  the.e  commnltle«.'-i«A     ,  1.'  I 
\    has  various  program,  dealgned  to  ".weeten^the-'poc''  for  private  lave.taeit. 
t    '        in  Its  effort  to-  stimulate  Industrial  growth  In  arei'Jlth  high.  '  - 

•/  «»?«VlW»t  or  low  fakly  incomes., tKo  agenty  ha.  created  Ipcal' corpora- 

tlona  for  the  dlspor.al  and.managemfcnt  of  fund..  •  '  .    -  . 

Among  ot4)er  Inducements,  m  can  offer  publlS^ work*  granli' and  loans,  .V  ,    :  , 
♦direct  business  loans and  can' glv?  ^technical' assistance  grant..    They  have  J 

.tended  ?o  concfntratui  lri  small  to^tos  and  rural  area,  as  , veli  as  making  " 
ffub8tantlalVbu.,lne8.-l/ans.  (the  flack'^  • 
Most  usually,  they  ha,/e  referred  .^11.^  borrowers  to  th.  Stk»M  private-  '  ' 
sources.    EDA  has 'alat.  given  support  to  .other  goveynaont  agen^es  *nd  '. 
-.has  generally  participated  In  projecp  when  aupplementary  funding  1.     •'  / 
available  from  other  federal  agencies.       ^  '       '       -'"'^      '•  " 

Although  EDA  hi.  concentrated  upon  rural  areai  they  (have  more  .  ' 

recently  been  Involved  In  *sta),llahlng  several  major  urban  projects.  Includ- 
ing ones  In  Los  Angeles  (H.tts)  aid  Oakland,  California;  In  the  "atockyard."  \ 
of  Chlcdgo;  and  Ih  Brooklyn,  New  York  at  the  old  Navy  yard.    I  refer  to 
urban  areas  because  that  Is  where  pump-ptlmlng  and  -trlckle.-dawn-  ha." been  ' 
considered  most  successful.    If  yo«  plan  to  create  an  economic  model  for,       V  * 

'  rural  American,  does  It  not  mak.  sense  to  examine  th,.  track  record  of  the 
model  youi  are  claiming  success  for?"  '  . 

A£t«F  the  Watt.  Riot.  In  1966;  Industry  wm  reluctant  to  nove^to 
the  area.    EDA  underwrote  a  tecfinlcal  a.al.tance  .tiidy  to  detemlne 


^  ll-139Pt«3c  O  -  73  ;  If 

ERIC  292 


r 


1910 


•  •    •  ■    '-7-    ■  -  :  -  v. 

the -DconoKlc  feasibility  of  devcloi**nt/ and  conc^^      that  thm  art* 
could,  under  noraal  clrowwitancMV      a '^natural -cawtar  for  iiadttatriiAt 
davelopncnt.   Watta  waa/wtU-aarvad  by  utllltlaa  and  tradapfortatlon, 
>    and  lias    'larg»?  aupply  of  undamitlllztd  indua trial  and  cof«»arciaX  land. 
Watts  ^Uo  fias  a  strong  indua  trial  market,  and  V  larje  labor  pool  ,  * 

available  for  diverse  i.ndustrJLal  joba. 

^DA  proposed  , that  a  LocaX  Developaent  Corporation  be  created     •  4^ 
with  €S^«bliaha\ent  business  and- financial  leaders  fjrom  the  toa  Anselca 
area,  both  black  arid, white  to  adainlater  the*dev*l<j|pitntl    EDA  atipu- 
lated  that  the  LPG  be  Indepfendfnt  of  any  local  cowwnlty^  troupa,  and  * 
that  pota^unity  participation  be  kept  to  a  minimum.    The  ajency 
rationalization  waa  Uut  busincaa  actjfmen  was  inora  important  to  cobwu- 
nity  development  than  iras  "relatinj  to  the  cdrnunitv/''  Various   ^ 

commiinlty  group*  felt  rftherwlacT  and  auweateo  thatt  the  whole  project 

•  •  ^  »     ■         ■  •• 

was  anothfer  ahuckj  i.e.  to  help  major  corporifiona  and  Imprdva  the 
atatus  of  a  handful  of  nejroea  who  *Vere  on  Uie  make".    Fr'om  itai  inception  . 
voat  community  a^^upa  felt  left  out  in  the  ccld*  ^ 

Thus.  Watts  Economic  Reaourcea  Corporation  (ERC)  was  formed  in 

"      •         .  t      ■  •      I  ■ 

June,  1968,  with  nine  iSi  trusteca,  and  waa  empowered  to  buy^and  aell 

Q  \  .    i  .  '  • 

land7\«chinery^  buildings  and  equipment;  to.bprrow  moneys  and  to.  guarantee 
third-party  loant,.    EDA  arranged  for  an  OEO  grant  of  $3.8  million  to  the 
project,  vhich  EDA  matched,  for  programs  aubject  to  EDA  approval. 

'    Watts*  ERC  has  since  created  a  A5  acre  Watts  Industrial  Perk,  with 
k    EDA  approval.    Lockheed  Aircraft  agreed  ta  6c  the  first  cajor  tenant, 
^and  prordsed  to  provide  jobfl  and  graining  for  the  uncnjplAyed.    It  la 
goncrrtUy  agreed  that  the  project  was  not  a^  success .    lockheed'seema  , 
to  have  d  poor  track  r^jcord  for  delivering  on  proniaes.  ,    xo  moat  qualified 
experta  the  t^roject  hsa  been  an  un^alified  failure. 

The  City      Oakland  waa  deaign^ted  aa  an  EDA  target  area  In  1965  ^ 
^bccauao  of  persiat^i^t  unemployment.    EDA*  aponaored  an  inter-agency 
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.  *k*«k  force"  In  Oakl«nd--wlth  the  participation  of  SmII  Business       *    •  * 
^Adciinistrutlon,  Ucpartnants  of  Housing  «nd  Urban  DtvelopfMsnf,  Health,  * 
labor,  and  OEOr-charged  with  th^.  responsibility  of^developinjt  a  coordinated 
^  federal  and  lt»cal  strategy  to  help  poor  people*    Since  Oakland-'s  problems 

were  so  critical,  EDA  estabMshed  «  program  to  rt^verse  the  uneiployment 
trend  in  4  areas  within  the  city,  J>tfore  the  "task  force"  had  completed  *  ' 
its  sttatccy.    In  addition,  EDA  comraittc4  funds  for  .public  Works 'loans 
and  grants,  business  loans  and  technical  assistance  ;  including  *  13  aiillon 
grant  to^  World  Airways,  which  i^omiscd  to  train, a^nority  individfials. 
\  The  Oakland  project  can  best' be  suinaed  up  in  the  Words  cjf  journalist 

Murray  Keapton  in  an  article  "tand  of  Dreaan— OaUand,  California". 

He  said:        -    1         ,  ° 

i  ■  '       ^.  . 

Ancrlca,  Is  father  going  \o  be  done.  «="«King»  m 

.^^        "^f^astcr  Is  the  one  consaon  to  cities:    In  the  l^taO  yearn 

•ncnltv^Onr^r*'^^  '■"^  It  i.  c  city  of  con»lde«blS  ^  • 

•    M.,^  n„         2    i"^  "  "ni°«.town,  and  the  tabor  Dept.  eattaate. 

that  onc-thlr«  of  it,  labor  force  Is- unable  to  cam  .  decent- llX! 
M.„  ridiculous  td  .quarrel  over  whpse  fault  this  Is,  althoueh 

the  city  and  the  special  federal  team  which  has  been  «ni  in  to 
repair  Jhc  dannge  seen,  to  hav«  .pent  «  good  deal  of  time  quarreling  . 
•bout  alnost  nothing,  elcc.  ....  .  quurreijng 

Oaklaivl  strives  lor  Itjj  reclamation  pretty  much  «tf  Americans 
always  do-by  bUiWlfig  edifices  for  the  Wndeinsnt  of  no^!J;s;S'„;s 
*  '  Lnt'""Thr'^n"''"'°        ?  ^*««'Sr,*"'^E<='=  "'^n  thS  entl,-.  city  govor": 
"     iho  ia,??n  f  ""^  populatlou  which  h».  moOcd  out  In 

■      cour.^".^^  f  f  1?""'        ^'""•truceion  unl6n  cards  la  Oakland,  of  ' 
course;  the  fodeifbl  govcr.raent  has  a  rule  of  thunb  that  58  per  cent  of 

.     .    ■  -^5|yrjrl-.feaTttscTf^cX^1l^^^^^^^ 

o.i''^,?r*?^™f  will  shortly  srmit  $11,000,000  to  World  Airways  io  ' 
c..pi..d  uha  local  a'lrport.    Iho  |)rosldent  of  World -Airways  im«  listed  ■ 
recently  as  In  the  5100,000,0013  class,  which  wouia  surest  that  hi 
,       »l8ht  be  able  to^rind  $13,000,-00  around  U.o  r.onoy  m«k«*2onewl" r^  ^lit 
his  LTf"ln  because  I,  pJonUcd  thaJ  - 

his  new  facility  would  train  ani  hire  Oakland  JJcgroei.l  '  • 

^»jrr.iy  kcnptrf:i,  -'Jr:.:vrof  Droaaii"  jiwY^^^  *  : 
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Eugtnt  Fol«y,  th«n  Dlrtctor  of  ZDA,  afUdn^ly  •«tl«£l«d  with  tht 

agcncyis  effort,  s«ld«  «ft«t  th«  coMdtMcnts  In  Oakland: 

Va  naad'bold  and  Ixaglnatlva  action  In.tach  ghatto  and  va  offar 
lnduc«»«nt»  to  bbtaltt  It*    If  wa  can  davlaa  achaiaaa  for  a  lagitlwita^ 
^  profit  to  be  «ad%  in  the  ghatta  than  va  vl\l  aea  tha  vaat  aconowlc  ^ 

and  talant  reaourcaa  of  Aaarlcan  builnaaa  hagln  to  apply  thaMaalvaa 
to  tha  aolutlon  of  urban  problc«a«^ 
.  .         ^  ^ 

One  aourca  in  Oakland »  aMaadat  of  a^cowinlty  grotip,  Indlcatad  that 
at  laat  count  14  lndlvldu«ia-*-hard-core  blacka— had  baan  trainad*    Mowt  * 
yrlvata  Induatry  really  ought  to'ba  at^le  to  *do  better  than  nearly  a  ttlUloo 
.   aollara  par  bl#ck  trainee.    The  pwaprpriming  inducewenta  that  Foley  felt 
were  ai;Jo&ducive  to  '^bold  and  iiiuiginative  action*-^  were,  to  aay  tha  laaat,  « 
ganerouks  tha  trickle-down  aapact  ao  evbaraaaing  that  any  federal  offi<:*ay> 
econoniat.  ■anpower  expert,  -private  induatry  apokeanan  ahould  be  totally 
'  ^  aahaiMsd  to  ava?i  refer  to  the  theory*  '  • 

JThe  Brooklyn  Navy  yari 'project  haa  been  a  failure  in  tepw  of  mM^chHkt 
training^  enployaent  and  buainaaa  atandardi.  ^  ^  '  ^  ^ 

•  /Another,  rather  faaoua  EDA  piAject  waa  ita  funding  of  Walt  Dianay'a 
Mineral  King  project.    Another  "hard-core"  coiipany,  Dianey'a  aaaafa 
were  li^^ted  «a  $267.6  Million  aa  of  October,  1970.2 


^Eugene  P*  Foley,  The  Achievint  Ghetto  (Waahlngton,  D.C.:    The  Mationai  ' 
l^eaa.  Inc.,  1968).  .  *      »  .         '  ' 


(Jan 


2jcrry  Carroll,  Bit  Mickey  Mouae  Law  kulte,  San  Franciaco  Chronicle 
.  d,  1972),  p.  4.  T  *  • 
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•  This  proJcct-71  ski  r€iort-.-wa»  billed  m  a  aconi  to  help  the  vuvml  poor  C 

■    '     ■  •    p  • 

by  »ti«ulatiri^  •icoawaic  activity  and  Jobs.         ,     '  * 

The  Mineral  Xing  project 'Is  not  only  j^'  t^ical  M»tuJe  of  EDA'*'' 

coxinesi  in  subsidixinj  big.  business  oi*  political  frltoda  of  th«;ad«in- 

istrafeionjbut  it  ia  a  «y»bol.  of  .th«  federal  bureaucracy's  Indifljeranca  to 

Amcrica'a  cnvironnent  and  ecolofy.   Walt  Dianey  Production!  had4ean  • 

gtantcd  po?mi8sion  f roti  tht  U.S.  Poreat  Service  to  aeajpoil  an  untouched 

part, Of  the  Sierra  Vallex/aarrounded^onthteexaldca  by  the  Sequoia 

National  Park.    Ihe  diatinct  financial  advantafe  was  thstt  the  raaorrf'a 

location  waa  approximately  halfway  bctycen  loa  Angelas  and  San  Jranclaco/ 

At  tha  ccnte.*  -of  controvcray  over  Dladey  Production's  atttwpt  to  rape 

the  Hlneral  King  area,  one  of  the  nost  bea&tiful  in  tha  WeiC  vas: .  the 

-4  '  Si  ■ 

right  of  thiyporcat  Service  to  Ilce^c  thaa<|  kinds  of  projecta  vithout 
.holding  public  huarlngi^rthe  propriety  of  the  tovcrnment  to  leaaa  large, 
tracts  df  national  forest  land  to  pr4.vate  proflt-paki^ig*"  reaort  apsculators  • 
and  the  deciaion  to  put  a  hlgbnay  acroaa  a  national  park -to  give  aubaidixed 
access  to  a  corporata  apeculator.    The  Sierra  Club  haa  chailengerf  the  Mineral 
King  plan  and  it  ia  expected  that- the  final  decision  will  be  ««da  by  tha 
Suprene  Court  In  early  1972.    The  groundwork  for  federal  participation 
through  EDA  was  laid  back  in  1966  and  1967.  ' 

Originally,  Interior  Sc'cretary  Udall  wis  opposed  to  the  plan  which 
would  run  the  road  acroaa  Sc^juola  National  jPark.    One  artlciVicited  th« 
fact  that:       %  . 

o  CiJiforDia's  highway  engineer  J*  C.  Wornack  aaid  the  Mineral  King 
rojd  could  bo  built  Qstly  "at  the  expense  of  other  critical  (road- 
buUdlna)  projects."   Ho  added  that  tho  use  of  funds  set  aside  for 
other  road-buUtling  project;;  would  bo      .  .  very  disruptive  to  pre- 
VJaf/  fPProvi.d  planning  and  schcdulingof  projects  in  the  Southern 
Counties"  of  California.'*' 


P^ogiT  Rapuport,  ''Dlsnty^u  War  AgaiwL  the  Wllderncsia."  iiwMrtn 
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'  The  deft,  that  was  reportedly  arrented  between  Governor  Ronald  Reagan 

(tt  was  reputed  that  Dlaney  had  contributed  heavily  to  hie  '66  gubernatorial 

carapalfin)  ani  the  feda  waa  that  the  Dendcratlc  administration  issue  a 

permit  anj  fund*  to  allow  for  construction  of  the  road  while  Reagan  would 
♦  •  . 

assure*  that  the  feds  would  receive  the  necessary  acreage  to  establish  the 
Redw6x)d  Natlonal^Park.'''   The  perait  was  finally'  issued  in  1967  and  EDA 
caac  across  with  3  willionibuclcs  for  the  Calif ornia.  fii^hway  Cocwlssion  on  | 
the  grounds  that  the  Mineral  King  'VjLntec  wonderland"  resort  was  essential 
to  the  state'*  economy— and  ^iild  ultimately  help  poor  folk.   Ijrom  akl 
•  slope*  to  trlckle*down,  the  poor  and  unemployed  of  California  were  snowed- 
'Undfir  once  ^i^"* 


Rapqporc ,  on^*^f  lA« 
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Off Ice  of  Economic  Opportunity  • 

The  Vor  on  Tovcrty  vas  officially  launched  by  the  creation  of  tfie 
Office  of  Economic  Opportunity  (OEO)  which  was  the  ;najor  handiwork  of  the 
1964  Economic  Opportunlt^r  Act« 

In  its  effort  to  alleviate  the  poverty  of  millions  of  Americana — 

urban  and  rural—black;  white >  Mexican-American,  Puexfto  Rlcan  and  Indian — 

OEO  was  given  program  responsibility  in  wide  variety  of  areas  which  incltided: 

iiajnpower>  housing »  health »  legal  aid»  education,  etc.  ^ 

» 

•  .  .  v%ich  provided  aervicesY  assistance  and  other  activities  *  . 
to  give  jf^omisc  of  progress  toward  elimination  of  poverty  or  a  csum  or 
causes  of  >R0vcrty  through  developing  etoployroent  opportunities,  Inpro- 
ving  human  performance,  motivation,  arid  productivity,  or  bettering  the 
conditions  under  which  people  live,  learn,  and  wosk;  .  *  *^  * 

Some  of  it»  betters-known  programs  were  Vista,  Headatart,  Xegal 
Scrvicco,  Upward  bound,  the  Job  Corps,  the  Neighborhood  Touth  Corpa,  and  * 
Foster  Grandparents,  among  others.    But  at  the  gut  of  the  entire  anti- 
poverty  effort  was  the  Connunity  Acti,on  Program  which  was  designed  to  give 
low-Income  Americans  an  opjportunity  to  identify,  design,  plan  and  initiate 
-  their  own  priorities  and  emphases  in  over  l^OOO ^communities  across  the 

nation*  ^  " 

•  Ik 

■"  # 

.  •  .  which  developed,  contitued,  and  administered  with  the  ttaxitnun 
0      fcaniblc  participation  of  residents  of  the  areas  and  members  of  the 
group.^  Served;  .  .  .2  • 

Toward  this  «»id^OKO-fundcd  Codaunity  Action  Agencies  (CAA's)  were  designated 

as  local-initiative  prograiijs.    They  were  given  demonstration  grafts  and 

^''required**  tf$  oaintain  a  measure  of  conimunity  control  in  their  planning. 


^StcHon  202A,  Title  H,  Economic  Opportunity  Act  of  1964. 
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.  #  •  which  if  conducted,  adwinisigcred,  or  coordinated  ^  «  public  or 
private  non-profit'  agency «  . 

In  tucceedins  aaendAehti  to  the  Act*  the  Conjreii  cut  the  heart  put  of  ^ 

coBMinity  action  and  all  but  elixiinated  local  initiative.    In  addition  by 

acta  ol  Congress  end  deciclona  by  the  White  House  aowe  of  OEpU  »o»t 

efpctive^profirans  were  "»pun-off"^  or  transferred  administratively  to  old-  ^ 

line  agcnciea  (such  as  HEW,  BU,'  SBA*  HUD  and  labor)  and  state  and  local 

agencies, where  it  was  aasnred  that  their  effectiveness  woul4  be  severely 

diminished.    Such  was  the  fate^f  Head  Starr,  Keighborhood  Touth  CcStps  and 

the  JTob  Corps  among  others.  ..While  the  politic*!  base  and  programmatic 

tffectiveness  of  (KiO*  was  being  reduced,  however,  the  1966  and  1967  amendments 

to  the  Economic  Opportunity  Act  upgraded  OEO*s  role  in  tl)e  area  of  economic 

development.    It  gave  the  agency  authority  to  establish, "Special  Impact** 

programs  in  sefected<.low-income  communities. 


%cononic  Opportunity  Act,  op*  cit« 


er|c  ^'^^ 


.  .  iai7  .  ^  ^ 

A* 

«  .  ,  -a  ^  . 

The  Title  1-D  amcndccnt  to  the  Economic  Opportunltx  Act  («o-«pon3ored 

the  late  Robert      Kennedy  and  Jacob  X.  Javlta)  of  19C7  atatad  forthrlghtly 

•  .       ■'  ^ 

that  coaounltlca  have  tjic  rlfht  to  control  and  to  direct  the  l^provcnent  of 

a  whole  variety "^f  business  and^aoclal  opportunitiea.    The  coanuttity-owned 

corporation  was  the  key  to  the  whole  concept,    Aa  Robert  Kennedy  aaid  in 

Decenbar  19*66:  *  ' 

"Tlio  laeas.urc  of  the  auccess  of  this  ot.  an/  program  will 

•  i  '  ' 

be  the  extei^b  to  which  it^helpa  the  ghetto  to  become  a  coamunity—^ 

a  functioning  unit,  its  people  acting  toecthor  on  uatteya  of 

Mutual  "concern,  with  th^  power  and  tha  resources  to  affect  the 

conditions  of  their  own  Uvea.    Therefore,  the  heart  of  the  ^  •  * 

program,  I  believe,  ahould  be  the  creation  of  cowmunlty  development 

^        corporations  (CDq'a)  which, would  carry  oul  the  work  of  conatruetion,  ' 
$he  hiring  and  training  of  workeraj>  the  piovlalon  of  service,  ^ 
the  encouragement  of  associatcSr  crt^erpriGCs™Thct' community 
development  cbrporationfl .would  flnd-a  fruitful  partnership  " 
with  American"  industry.. .A. ..eritieal  clement  In  the  structure,  ' 
linancial  and  otherwlac,       these  corporations  ahould  be  the 
full  and  dominant  pactieipatdon  by  tha  rcaidcnta  of  the  coiwvinity 

.  ^  concerned... through  GDC^a,  residents  Of  the  ghettoa  could  at 
*    once  contribute  Co  the  betteiaaent  of  thtoir  immediate  eondltlbris, 
and  build  a  ba3c  for  full  participation  in  the  eeonony«-in 

the  ownership  and  the  savings  and  the  aeif-sufficicney  which  the 

» 

wore  fortunate  i)i  our  Nation  already  take  for  granted." 

^  t  - 

o    In  brief,  the  CDC  c^^neapt  enb races  the  ctnt!ral  principle  that  a  hub 

corporation, usually  non-profit,  is  organized  by  community  (!•€.,  poor 

or  r.inaj;ity)  rcprdsentatlves  jo  a'cqulro  outside  rcfloureefi  such  as  .venture  > 

capital,  tjhorc  and  long  tern  loans, -anti  itoehnlcal  asflistancc,  etc*,  1"  ' 


joirdar  ,tQ-  4^y«rpp  tlie  resouxces  of  the 

coflttamiity.-  the  hub  c(>r|)oratlon  ^en*  cither  invests  In  oc  nakes  loans 

■        y       •■    ■<  ;.  ^.  ,      -  ■  ■       _    ■  '  ■  ■  ■ 

Vo  V  'vatdtety'of  i^ubsidlary  for-*proifit  cQrp(|tatlona  or-^coopetatives--  * 
%ich  one  accruing  toncret^  benefits  for'' the  conununlty'*'~ through^ 

flexible  policies  of  financl^al  support  which  are  geared  to.  the. tSpecific     .  . 
needs  of  the  particular  enterprise.    Usually  the  CDC^ retains  virtually 
compl<itc  control,  of  "the  subsidiary  corporation  throughout  the  start-up.  „ 
period;  many^  however,  plan,  to  make  stock  ins^ubsitiiaty  corporations 
available  at  vexy  low  post  to  employees ~^d  residents  of  the  xommunl ties  .  , 
lpfWhii:h  thiy  operate »  and  a  number  intend  tliat  majority  control  wilL  ^ 
eventtially  *be  in  tJie' hands  of  the  woriters  'and  residejits.    Although  there" 
are  variation^  am.-ng  the  different  programs'  (no  two  CDC 'a  are  exactly 
alike — a^  np  two'^coimnuni^ies  are  'alike)  and  ^ach  project  reflects  specific 
local  needs,,  the  organization^,  s true tux;es  are  'basically  similar  in  design 
and  scope*  *    .    :      .  '      :  ^ 

'   *In  1967,  the  $25  million  obligated  t;o  the  Special  iTmpatet  Program' 
was  adonis tered  through  the  Department  of  Labor.    In  fiscal  year  1968, 

$20  million  was  obligated  with  the  money,  being  divided  between  four  agencies 

*     ,     '  %•  '  ' 

GEO,  2  pillion;  Labor;  ir,>  million;  Agriculture,  2.7  million  and  EDA,  ' 

■  ,  .  '         y     ..     .  .  ...  ■■■■ 

3.8  million.    In  1^69,  again  20  million  Was  ma^e  available  with  11 .4 
£oing  to  OHO  and  8.6  ::to  labor.    In  1970,  36  minion  went  to  OEO.  The 
reasons  for  finally  placing  contr<jl  of  the  program  in  OEO  are  many  biilT^ 
two  sci-ra  to  6e  overriding:    In  January  of  1969^  the  Wcstinghouse  Learnrlng 
Corporati^  delivered  its  first  evaluation  report  covering  the  fiscal - 
year  projects.  ;The  report  pointed  out  that  there  were  many  opera- 

tional problems' with  the  Department  of  labor  projects.    It  also  conclu46d 
that  :thc  Ag;rlculture  aricl  Commerce,  projects  involved  only  limited  economic 
^rvelopnuYt  and  did  not  meet  tlie  prlclpal  requirement  of  the  Act:  tl»c 
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.  ■      •.  -  ^  '  »      •  *  .  .  ' 

\  ■  -16-        ,  •  ••  .  . 

..'  . 

estabHshnent  of  .progVaos  directed  towart  the  developient  of  entrepreneurial 
•and  managerial  skills  and  the  particjlpation  of  t^le  target  •topulation  ixi 
,    ownership  of  business-ventures*^  Only  the* Hough  Project  (Cleveland)  was 

found  to-  be  addressing  itself  to  the  pomprehensiVe  nature  ofVhe  intent  v 
'Of  Iiae  Partly  ttn  the  basis  qt  that  report  and  partly  Acause  of  ^ 

the  growing  iijteiest  in  the  idea  reflected  in  the  dEO  model,  the  decision  .. 
was  made  by  the  bureau  of  the.  Budget  to  have  ;6eo  administer  the  entire  ' 
•         program  ^in  fiscal  y^ar  1970,    In  that  year  OEO  rpfunde/ nine  exis ting 
^C'a  and"  funded  for  the  first  time  23 -new  Spe^al  Impact  grantees.    By       '  ' 

June  of .1971  OEO  had  funded  with  ^operational  fiiohie?  (venture  capital^^  • 

*>  *    t . ' 

/^l^urban  and  19  rural  CDC's^an  additional  five  CDC received  planning/  ' 

funds*  "  ,  *  4     .  »  * 

.       .  .        ■     .  ,  '        '  ■        .-A  - 

A  CDC,  is  essentially  a  cooperative,  set  ,up  in. a  neighborhood  to  run" 
economic  and  social  servlte  programs'  for  the  community,    lU'main  actiVity 
at  the  moment  is  operating  business  or  profit-making  ventures  for  thjp 
community.    Some  have  set  up  factories  or  shopping  centers.  .  (J thets 
.  run  maintenance  services,  cattle  feeder  lots,  fish  co-ops,  catfish 
farms,  wood-work  and  toy  co-;ops»  strawberry  producer'  co-pps  or  stores* 
Other  community  development  ^carporations'^ operate  local  ^ervice^,  as 
-well  as  perform  municipal  se^ces  under  contract  froih  local  goverament> 
Ihe  cojnmunity  development  borpoi5ation  can  be -set  up  by  civic  groups  and. 
churches,  by  a  Model  Cities  Board  or  poverty  prog'rara  Community  Action  ' 
Agency,  or  by  any  group  |tf  individual  residents  of  that  community*  It 
.rfiaXly  merits  the  title  of  communitj-  development,  corporation,  however; 
if  any  community  metibef  may  join*  ^  ' 

In:prinicple^  this  in6lusiveness  distinguishes  the  Community  develop- 
ment corporation  from  ordinaty  privat<>  businesses,  such  as  those  mentioned 
In  prosrafes  for  minority  bu/iinoi^a  enterprise, ^as  well  as  ftora  branches 
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of  Iarg«  corpotatioTis  m  poor  neighborhoods.    In  these  Ordinary  private 
buslnesiiss,  «  Utoltcd  Kroup^  of  lndivi4tt«l^  owners  or  par 
holder*  tun  the^corRoratlon,  and  rece^v^  the  -proftta  for  their  own 
^  private  use.    In  a  c6wmunity  development  ^corporation,  the  profits  accrue 

to  the  cbnmunity,  and  the  community  decides  what  to  do  with  th^.  ^ 

■'  •         ^  * 

Conmunlty  developmeitt  corporations,  thus,  ar*  a  possible  form  of  ^ 
organization  for  a  community  that  has  economic,  social,  or  political 
needs,  and  Is  ;Uiterested  in  working  out  new  ways  for  'its -meBiers' to^ 
cooperate  with  each  other  in  meeting  thca. 

Initially,  most  ot  the  CDC's  that  had  been  started  were  in  economically- 
leprcssed  black  awl  Chlcano  urban  nelghborKopds,  but  liore  ^recently  CDC's 
lave  been  estabUshed  i^  ^ural  Wi*n,  Chicano and  white  comwinities^as 
veil  as  urban  Chicano;and  low-incp«e  vhite  naighborhbod*.^ 


gmMil  Busln —  A^t^^nlatratlon>  " 
since  it.  inception,  the  SM-Vnown  In  „lno,lty  =o»«unltie. 
STOP  bIacK  mAHCEMm-h.d  .  reputation  for  ..ing  .  bureaucracy  th.t 
„a.  sener.ll.  un«.pon.ive.  if  not^apecieically  hb.tile  to  the  need.., 
J^nority  individuU.  «>d  sroup..    SBA  offici.U  hy        X«,.>.d  . 
.^U  town  vhitUerc^anty  Vieypoiat  wHic.  definitely  did  not  include 
pro^din,        .ina  of  co^.titive  advantage  to  BlacV.  He,ican-.«ri.an. 


.There  «re  several  SBA  programs  which,  thoughektremely  useful,  had 
been  almost  exclusively  directed  toward  assisting /hi:te  businessmen.       '\  , 
Information  and  access  had  been  systematically  defied  to  minority  entre- 
preneurs.    For  example,  the  SBA  was  authorized  Yo  ^oan  up  to  $350,000  for 
up.  to  IS  years  aV  S-S/^W  maximum  Interest,  fo/ conatrjlctioiu,  expansion  ' 
or  modification  of  .small  business  Ucilities/   In  ad^Jitioni  SBA  was 
recalcitrant  in  offering  participation  to  minority  business  vei^tures  by  ' 
EMaranteeing^bank  loais  for  applicant s^^j^?^^  cforamercial       ^.  ' 

collateral  requirements;  ^  The  SBA  had  iihe  power  to  guarantee  up  to  . 
$350,000  or  903:  of  a  commercial  loan,  whichever; is*  less,  and  xpuli also", 
directly  participate' with  up  to  $150,000-    Gererally,  applicants  would  2o 
directly  , to  the  SBA,  which  then  would  pass  tht  information^ on  to  « 
commercial  bank  far  apprpval  and  lo^n  at  a  iocally  allowable  "interest  rate.* 

Two  other  SBA  rbrick-and  mortar*'  capital  programs  could  also  have  been 

of  value  to  small  minority  entrepreneuri.    Thay  weie  the  Economic  Development 

Loans  (EDLs)  and  the  Small  Business  Investment  Corporation  Loans  (SBIG)  pro-^* 

grama.    Again  information  had  been  withh<tld  from  minority  businessmen.    ^  - 

Economic  Development  Loans  are  indirect  loans^  intended  to  help 

■  ■  "       -        ■  t-  .  -  - 

•mall  firms  acquire  and  build  new  facilities  or  to  expand  or  modernize. 

■    .       ■  •    "  i      '  .  " 

This  was  accomplished  through  State  Development  companies  or  through  • 

Local.  Development  companies  (LDGs)  ,  which  tlien  disperse  funds  to  small  / 
businesses.  *' 


*One  exa;nr.|e  of  the  kinds  of  bureaucratic  game-playing  that'occurred  involved 
a  minority  contnictor,  an  SBA  rcr.ioa.il  office  and  one  of  the  country's  Inrgc 
banks.  pcoi'casin^  of  \X\}i  bjnck  contrictors' appMcntion  was  held  ^  for 

kJx  M^kji  vh IK*  till*  SBA  orflc**  iiml  tli«  bank's  loan-4tfpnrti*?nt.exchmnu^ 
fivii  feeders  in  a  juri^lutiotral  (ll5pM»;e  *s*to  who  should  type  the  form. 
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StaU  developaent  conpanle.  Bay  be  ftnanded  up  to  tht  anwunt  o£ 
othet  outstanding  note.,  for  up  to  25  year.  .6  5-^/2  Interest.    The ;  • 
•tate  companies  nay  .then  lo«.  wney  for  equity  capital  or  for  Ipns-t.rm 
flnancliijt  to  ««all  fixBis,  ^  ,  ^ 

IDC*  could  be  profit  or  tioa-profit  and  could  receive  «lnost 
:  unllrtltea  loans.    These  funds  would  then  be  dis/er»ed  to  establish 
Industrial  patl«,  conduct  urban  renewal,  or  to  give  aid  t^  small  . 
^slnesses .    LDCs-as  a  legal  entity— must  be  formed  by  at  lcast^25 
cltl;?ens,  and  arc  thus  subject  to  some  degree  of  coiwnunlty  control. 

SttlCci  are  proflt-r^^ktng  associations,  which  way  be  licensed  by  the 
SBA  to  supply  funds  to  small  businesses.    SBICs  may  make  avalliible  • 
loans  for  vcntur.i  c^pltal^ long-term  financing,  or  ^management  assistance. 
Ko  cowmunlty  representation  Is  required  on^SBICp. 

In  general,  private  financing  must  supplement  government  funding 
-  of  SBlCs  In  a  ratio  of  3/2.    The  SBA  couia  loan  up  to  $7-1/2  mlillon  to 
an  SUIC.  and  the  Initial  private  Investment  wonld  run  from  $150,000  to' 
Jtl  million,  depending  upon  the  area,  'these  requlremenU  obvlbusly  limit 
'the  value  of  this  program  to  minority  entrepreneur* .  who  are  unlikely 
to  have  large  private  sources  of  capital,  and  tjfo  were  not  permitted  to 
use  funds  from  other  federal  agencies  as  "paid  In  capital". 

To  those  who  can  qualify,  a  major  advantage  of  the  program  Is  its 
liberal  terms.    There  Is  -a  minimum  financing  period  of  5  years,  but  ^ 
there  la  no  maximum  term.    Additional  borrowing  power  is  available,  up 
to  $10  million,  for  SBlCc  with  suff indent  capital.    There  arc  currently 
(in  late  '68)  around  600  SBICs  In  the  U.Sk..  with  private  Investments  of 
over  $300  million. 

S.B.A.  was  n6fe  designed  to  aerv<fe  the  rural  poor.-  • 
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aii*  efforts  of  th*  Bureau  of  Indian  Affairs  hive>on  the  whplci 

been  dbnsl«tently  bad.    The  attitude  of  the  agency'*-  bureaucrat* 

ally  Is  that  of  protcctins  the  stoclude  rather,  than  of  acting  as 

•dvoLtcs  on  behalf  of<the  Indl.an^ribes  they  are  paid  to  serve.  More 

spc*Jflcally,i%he  practice  »pf  giving  licenses  lo  'Vhite  tradcjra"  on  tha 

reservation  is  ccnparAlc  to  tl(e  company  store  in  a  corporation  town  in 

.  tWo  1680's.^  •The  traders,  for  the most  part,  are  allowed  to  na^lf-up  their 

bods  at  considerable  profit.    In  addition,  on  laany  reservations  they 

f     •    ^  / 
wn  the  only  gas  station,  have  the  only  telephone  and  in  certain  instances, 

^  'run' the  post  office.    If  there  is  a  dioputfe  over  monics-ovcd  to.  the  store, 
some  traders  have  been  knovm  to  open  envelopes  containing  federal  cheeks 
to'  inaivldual  Indians.    The  circumstances  luid  tfonditlotis'  ar$jfpuch  like, . 
It  not  worse  than  ^  In  hunan  bondage.  ^  o 

Furthermore,  tTie^BU  and  the.  Farmers  Home  Administration  (FoiIlA)  ha^e 
systematically  discouraged  and' prevented  Indian  .groups  from  establishing 
^^their^own  co-opc,  .on  the  reservation,  to  compet*  vith  the  white  trader. 

With  regard  to  rural  economic  development  programs  sponsored  by  r 
the' f edero:].  government,  Ipw-incbmc  and  minority  groups  have  fared  much 
worse  than  their  urban  brethren*    Most  federal  ef foV^  ara  cl*arly 
stacked  in  favor  of  tha  wealthy  farmer  or  the  corporate  "agri-buainess . " 
The  CQncentration  of  wea^Lth  in  the  hands  of  a  snail  number  of  ^ich 
famcra  and  corporations,  as  well  as  vertical  conglomerates,  is  the* 
Department  of  Agriculture  (DofA)  ."official  policy*'  that  is  accepted  and 
encouraged.    This,  of  coursai  is  done  at  the  expense  of  thii,  poor  and 
minority  individual  farmer  as  well  as  tfiose  seeking  to  .establish  lOw-lnbome 
cooperatives.    The  Statu  of  Cailfornia  FmllA,  located  in  Berkeley,  has 
never  funded  a  low-iiicome  co-op  in  the  state.  ■■    '  „  ' 
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In  testijnony  bof  ore  the  Sonato  Sub'-Conroittce  on  £mplQvment>  Manpower 

and  Povei^tv  in  August  of  19^8»  an  art!tcl^vhich  appeared  In  Fortune 

nagnzine  by  Roget  Beardwood,  was  read  into  The  CohRresslonal  Record^'  It 

offers  sone  lixcellent  inaights  into  both  the  plight  of^  the  rural' poor-^nd 

the  in«titutior^l  power-political  economic  and  burcaucratic^--<hat  *ia 

es^erciscd  to  perpe!:ijate  these  traJt^c  circumstances  .an^  conditioiia* 

Beatdwood  wrote  that:  ,*  ,  ' 

Big  f'armcrs  in  the  South  not  only  stake  decisions  that  leave  hirj^ 
hands  and  sharecroppers  jobless, <jhomelesSy  and  penniless,  v^ey  also 
have  a  powerful  voice  in  the  formulation  and  executd^on  ^of  ^arm  poll^iea 
and  programs  that  vitslly  effect  the  survival  of  independent  Negro 
amdll  farmers.    In  195£lJ|^c' 492,000  Kcgrocs  in  the  Sout%(Wcre  cl^s-* 
sificd  as  farm  proprietors  and  managers;  by  1960  only  ^67,000  remained 
in  thol^catcgory.    There  are  fewer 'now^  and  if  the  trend  cont£[\uea 
unabated^  alnost  none  will  be  left' by  1975 •    Many  of  t)icse  smsll 
farmcrsvand  their  families  could  be  helped  to  atay  on  the  land  for  at  . 
,  least  another  generation.    But  three  things  are  against  tiiem:  their 
farns  are  very  siiiall ,  thoy  lack  the  money  to  mechanize ,  snd  they  do 
not  have  s  Kashington  lobby./  ^ 

The  bip,  farmors'  Cunfcrol  over  small  farmers*  destinies  rescs  on 
two*fsctA  of  poJitlcal'life.    Firsti  the^kcy  agricultural  coifliiitt tins 
in  Cbnarcss  are  largely  controlled  by  the  Southerners;  some  of  them, 
like  Senator  Jauics  Hastlsnd  of  Mississippi^  sre  fsrm^rs  themselves. 
Sr;coml,  tltb  r.oct  Important  Agriculture  Department  programs -ire  sdmin-  ' 
istercd  by  state  and  county  groupi  that  are  dominatied  by^wMtea.  The 
block  farmer  is  helped  where  the  administration  is  fair  and  unprc-  I 
judlccd,  and  hindered  where  it  is  not*  - 

The  Kegro  farmer's  troubles  frequently  stsrt  with  ths  Agricultural 
Stabilization  and*  Conservation  Servict.    The  A.S.C.S*  is  st  the  very 
heart  of  tho  farm  program,  that  complicated  structure  which  supports 
prices,,  sets' production  and  marketing  quotas,  "conserves  land  by  taking 
itjftit  ot  intensive  cuUivftion,  and  alloti  th«  number  of  acrea  en  yhicli 
farmers  may  grow  crops  ^ueh  ss. cottony  tobscccf^  and  corn* 

By  it6  very  nature,  the  A.S.C.S*  system  works  best  f or  lsrgt*farmara. 
For ^he  land  on  which  they  do  nofgrow  cropa,  farmfera  art  compensstsd 
sccording  to  their  past  production;  large  farmers  hava  usOally  had  s  . 
'hi{;her  cn>p  yield  per  acre  thdn  jmall  farmers.   Horeover,  large  farmera 
can  take  out  of  prodjuction  their  leaat  fertile olland;  small  fsrmers  do 
.  '  not  have  that  margin.    Ahd  on  the  land  they  do  continue  to  CUltiVatSi 
large  farmer*  ^n  continue  to  inarcasc  income  by  using  moderx^  tech- 
nology.   Small  farmers,  in  contrast,  Isck  the  cspitsl  ind  ki^owledge  to 
,  'mechanize,  irrigate.^  er  use  the  Istcst  pestidides. 
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Theoretically,  the^A^S.C.S.  li  highly  democratic,  o"pcritln£  through 
«  J^yraald  of  »t.te,iind  local  groups*   At  the  top  Is  the  state  connlttee. 
Appointed  by  the  Secretary  "of  Agrlcul^ture  if  ter  consultation  with  farm 
oreanizatlons,  state  directors  of  agriculture,  deans  of  agricultural 
colleges,  and- political  leaders.    Under  the  state  .committees  are  three- 
ffian  county  co.ralttces  that  are  elected  by  coumunlty  committees  chosen  by 
farmers  themselves. 

But  Kcgrocs  sit  on  only  five  southern  A,S,C,S,  stats  connlttees. 
And  there  are  onl;|f  454  Negroes  among  the  37,000  communlty-comolttet 
meahcrs.    Most  Important,  no  Kegro  sits  on  any  coGrity  conmlttce  (four 
have  been  elected  as  alternate  members).    And  it'i«  these  all-white 
county  gyoups  that  hire  the  A.S,C.S.  staff  that  administers  the  y' 
federal  program.    Tills  year  only  310  Negroes  had  permanent  full-time- 
^Jobs  in  2, 892. county  off  lfcca  in  the  entire  Nation,  and  no  office  bad  « 
Kegro  manager, 

.     .  •    .     .  ,     ,     ,     «     ,  •  ^  ^ 

.Many  small  Negro  fatter^  would  do  far  better  JSf^they  stopped  growing 
cotton,  corn,  tobacco,  and  other,  drops  In^the  iil|6ttncnt  system.    By  ^ 
concentrating  ori  such  other 'crops  as,  ducumbcrs ,  souash,  cabbage,  and 
sw^ct  potatoes,  which  arc  outside  the  quota  syst^lj; "they  could  culti- 
vate all,  of  their  land  inctead  of  only  part  of  it.    Moreover*  since  • 
the  production cuch  crops  has  not  yet  bpcnnhcavily  mechanized, 
tilt?  small  farpcr  could^j>ompcj:o  with  his  larger  neighbors, 

Thc^ Cooperative  Exlcntion  Service  l8  4Supnbscd       help  farmers  to 
make  chan-cs  oX  this  kind  by  advising  then  on  wftlclJ  crops  to  grow,  on 
^cultivation  methods^  and  on  fainn  wanagcment,    Bu£  the  /jDaailiar  southern 
'  ^V^'^  separate  but  unequal-facilities  depreciatesUhe  Extension  ' 

Service's  v;.I«e  to  Nogro  foVncrs.    Untfl  1964  tlib  jiervlce  was  v 
coiopjctelx  segregated?  the  Negro  extenalort  staff- vorke^d- out  of 
separate  offices,    <Sorae  of  them  lacked  even  a. typewriter,)  .Now  the 
fbrwcrly  separate  staffs  have  been  merged;  l^t  many  Negroes  are  ^till 
paid  less  than  whites  doing  comparable  work,  and  in  only  two  counties 
do  Negroes  head  the  Extension  Service*   A  number  of  white  super- 
visors are  less  quallfltd  than,  and  junior  in  scrvics  to;  their  Negro 
subordinates.  * 
'    FurthcrKore  the  Extension  Service  lacks  both  vigor  and  Imagination, 
Extension  workers  generally  giveadvlca  only  to  those  people  who  ask  for 
It— although  some  of  the  people  in  greatest  need,  those  living  in 
remote  areas,  are  unlikely  to  ask  for  it  because ^hey  do  not  know  it 
is  available,  or  because  they  scldon  go  to  the  c<£nty  seat  and  cannot 
vrite  a  Ictteiy.    The  scrylce  has  also  failed  to,  encourage  enough  people 
to  grow  their  own  food,    For  generations,  agricultural  experts  have 
urge()  farmers  to  buy  Jess  food  at  the  store,  and  grow  mors  on  their 
own  land,  .  But  in  many  parts  of  the  rural  South,  most  poor  hones,  - 
black  and  white,  have  no  vegetable  gardens,  partly  because  landowners 
^Ave  «•  vested  Interest  In  forcing  worksrs  and  shartcroppers  to  buy  at 
the  c(5Ripany  itorc;  thus  they  insist  that  their  psople  grow  cotton  and 
tobacco  rlg'.it  up  to  the  front  door  of  their  shack, 

?A  third,  branch  ^of  the  Agriculture  Department  on  which  black*f  araiers 
should  be  able  to  lean  is  ths  Tamers  Home  Administration:    it  is 
empowered  to  lend  small  farmers  money  to  build  or  improve  their  hones, 
buy  or  enlarge  farbs,  but  machinery,  start  businesses  that  will 
increase  nonfarn  InGOme, .  finance  fche  raising  and  nmrketing  of  crops, 


ft 


and  »ake  loitia  to  farmer**  cooperatives.    To  obtain  help,  a  fatner 
must  be  srn^^^ll— but  not  too  poor.    He  has  to  convince  the  local  office— 
staff r:d  b^  federal  eraployees-*-;^hat  he  need^  noney  for  a  good  reason* 
Then  a  "^qounty  comaittee  of  three  uust  certify  that  he  cannot  get  the 
noiiey  throu|^h  cocsaercial  chanziels>  but  is  nevertheless*^  good  credit 
rfsk.  ^ 


Jtn  the  last  several  years  there  has  been*  a  slow,  nininal  improve- 
ment      the  adainisttation  of  Agriculture  Bepartnent  programs*  brought 
^boutf  by  pressure  from  the  clyij-rishts  groups,  a  finaer  federal  policy, 
and  by  Negro  farmer^  themselves.    Burlce  County»,  Georgia,  ,is  one  of  aany 
places  where    the  pressures  arc  risinjft    The  A.S.C*S.  office  Is  a 
snail,  rcd-briclc  builJing;  in  the  county  scat  of  Wa^eaboro,  Recently* 
while  thvee  Nogro  farners  waj.ted  to  Calk  about  crop  allotments,  the  acting 
fljanaijcr,  JranU  S.  Gates,  described  things  as  ho  6(^j  them.    "1*11  admit' 
tito  srnall  farmer -is  more  vulnerable  than  the  big  one,"  hc^sallT,  "but  " 
these 'i:iinority  pcop;ie  who  live  in  these  shacks  d^\n't  want  to  work. 
Thpy'd  rather^  go  off  somewhere  and  get  on  relief.    You  know  this  white- 
black  thing.    We  never  had  any  probler?  Uplil  Cheso  outside  agitators 
cdi^e  in.    J  dor.'t  knew  vhat  the  •younger -generation  vjill  come  tOj  but  * 
the!  older  peop>c  get  aloivj;  J^st  fine.    Tljere's  nothihg  an  ordinary  mm  • 
cnn  llo  about *the  situation.'  J.  Edgar  Hoovar.  knows  it's  the  Coisnunisto.'*^ 
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c  *  •     ■     .  ■  ' 

Suawarv 

At  thd  present  time  condition*  and  Qi^ctwtances  are  indeed  bXeek         .  . 
for  the  rurfll  poor.    In  point  of  |«ct  the  <uill  for  retreat  of  the  War- 
on  Poverty  vaa  loud  and  clear.    With  few  exception*  federal  agencies  have  M 

*  *         *  .  '  i 

been  involved  In  a  holding  operation  that  «eant  "business  as  ustial,**  *.        ^  f 

Each  bureaucracy  Jealously  guards  it*  own  turf  waiting  for  new  achsinistrative 
policy  decisions  •^^iphi^Aight  say  that  the  only  areas  of  success  for  the.        v'  ; 
^official  U.S.  policy— foreign  or  do»estiC-*-o£  the  "cnclaVc  theory"  was 
in  dealing"  with  A»erlca*s  poor  and  minority  groups.    They  are  being  ?S  ' 

lsolatcd| (11 tcrally^  and  strangled  (figuratively), 

Thcs  Office  of  Minority  Business  Enterpzis*  and  SBA  do  not  really 
help  the  rural  poor*  ^  ^ 

With  the  exception  of  the  cofwunity  economic  development  effoirt,  '  ! 

O.E.O.  was  either  steadily  gunning  out  of  jwney  or  losing  programs  from 
under  themselves.    By  and  large,  the  agency  was  being  so  whittled  dowji 
that  it  seemed  to  be  in  the  position  of  spending  most  of  Its  time 
^ceeping  itself  alive.    And  BIA,  DofA,  yWA,  et  al,  were  functioning  .as 
the  etrophied  agonksies  that  made  them  a  legend.  .  ' 
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A  Wldcsr  Fi^riptsctlvft  of  Hconoralc  Pftvelopment 

With  thtt  exception  of  one  bright  spot-- Coniiunlty  Developoent 
Corporations--- the  cuWilatlve  effort  of  yeare  of  actlvitlea»  pollcle<s 
and  confualng  ilogans  rural  and  utban  can  bo  eiwaed  up, In  the  fpliovlng 
i«Mral  efcateaente:       .        ^  ^ 

^1)    IteXaMptc  tHf  0tlf  concelvabXe  l^uclneag  crlteri|i|  there 
la  atlll  no  a^h  .lUifciiir  ai  minority  ci^ltalleM  or  enterprlee* 
(For  exjnplwy  Vlaclt-oinMKl  builntMiee  ewploy      eatlwated  15C|dbo 
people  atftd  iMMnratc  leee  than  DC  •£  the  tptal  black- national  IwioMe*) 

(2)  There  li  no  overall  >  coherent  public  or  private  aeitler 
atratcgy  for  conmunl^  econonlc  dcvelopta'*nt*  ^ 

(3)  Federal  aiMl  •Me  aiipf  rt  •£  e««MMMlty  etonoplc  devclop*- 
wcnt  has  been  nalnly  political  rheMrtc^ 

(4)  Corporate  Involvenent  In  and  financial  inatltutlon 
support  of  coHMunlty  econonlc  developnenV^ae  been  largely  advertis- 
ing and  public  relatione*  ^ 

(5)  Private  sector  coalitions  end  advisory /support  groups 
have  been  overpubllclzed  and  underproductlve* 

(6)  No  one  blacky  tan*  or  poor  IndlvlduaJL  or  group  can'  - 

-•-•.V  V 

Speak  for  the  najorlty  of  the  poor  regarding  econonlp  development, 

(7)  Hev  licglslatloni  although  useful.  Is  not  esftlintlal  to 
J    -  •      ^  , 

achieving  noderate  results . 

(8)  Current  federal  Institutions >  with  some  changes,  could 

be  cxtrcAcly  responsive  and%£fectlve  In  developing'  communlt;^ 

I  • 

economic  pyrojects*  ' 


1929 


-      ^  .      ■     '     °  -26-  .'  , 

(9)  V  Time  Is  running  out*    Those  cowiunlty  le«d«r»  who  vera 
Willing  to  give  the  Adainii tration  a  chance  are  under  severe  . 

•fircMurea  from  their  constituencies  to  deliver  .concrete  proJi^tT. 

•  ■    ,      .        '  ■  .V 

•  .     (10)    The  basis  £of  economic  d^^vclop«ent,  j»  viewed  by  aost 

if  * 

minority  (poor)  constituencies^  is  a  comunity  problem^  rather  than 

a  natter  ol  nerely  creating  a  h«f(ffuX  of  new.  entrepreneurs* 

Why  do  these  conditions  cxisi?  *     *  H 

\\, 

.(a)    Lack  of  cohesive  leadership  by  the  federal  government  in  pro- 
^  viding  a  comprehensive  strategy,  . 

(b)  Lack  of  corporate  and  bankinc  involvement. 

(c)  L*ck  of  genuine  coordination  betweeip  govetmnental  agencies: 
federal  (OEO.,  Dof A,  }PW!A.  9flA,  OMBK,  EDA,  labor);  state;  and  municipal, 

(d)  Lack  of  hard  information  and  intelligence  as  to  what  is 
really  happening  in  the  whole  field  (a  communications  gap). 

(fc)    The  inability  of  the  white  business  and  political-estiiblish- 
■  ment  to  admit  to  itself  that  It  is  tmwilHng  to  encourage  the  development 
o£  institutions  for  tM  minority  (poor)  coMMinlty  thst  might  one  day 
demand  interactlom  on  tU  basis  of  real  eijuallty  (institntiomalised 
racisn)* 

^(f)    Lack  of  leaderski^,  directioii»  and  experience  on  tHe  part  of 
nongoyemmental  organisations  which  were  established  to  provide  venture 
capital*  technical  assistancli«  or  other  expertise, 

(g)    The  imabillty  of  aovcrnmeat  and  business  leaders  to  perceive 
the  lull  dimensione  of  ecomomic  development  as  a  multi'^facetea',  eomnunity 
iasue.   Not  on  a  piecemeal  basis < 
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In  condition,,  Murray  Ke«pton'»  perceptloiw  of  this  rcMont  for 
the  EPA  glvenway  In  Oaklatid  jieeMcd  ta  be  equally  true  for  the  federal 
govern»ieht*«  ratlohalc  for  protecting  and  aupportlng  the  e«tabll»hmc'nt 
conatltuenclca  that  pxcy  so  generously  favored  with  funda,  contracta, 
and  other  assorted  gopdles-^'^to  him  who  hath  it  shall  be  glv^n/*  .  /■ 

A  forwer  Secretary  of  Cownerce  onc^'  wrote  thaC: 

•  »  .  The  vaat  repetitive  operations  arc  dulling  the 
hunsn  mind  .  »  *  The'  aggregation  of  ^  great  wealth  with 
,   its  power  to  economic'^ doialnatlon  presents  social  and 
economic  Ills  which  we  sre  constantly  struggling  to 
*         rcaedy.  '  , 

-  •   ■*      ■  ■A 
And  m  forme^r  President  (of  the  U.S.)  stated  that  the: 

American  people  from  bitter  experience  have  a 
.     rightful  fear  that  great  business  units  might  be 
-  used  to  doBln4^tc  our  Industrial  ll^e  and  by  Illegal 

*  and  unethical  practices  destroy  equality  of  opportunity. 

_  liBJ,  Elsenhower  I 

The  President  was  not  JHC.  ^DR  or  HST;  the  Sceretsry  of  Commerce 
was  not  a  radical  populist.    In  fact,  they  were  one  In  the  ssme  person, 
Herbert  Hoover.    He  maneuvered  beyond  belief  to  keep  that  which  belonged 
^  to  the  public  out  of  the  hands  of  private  Industry.    Hoover's  failure 
and  oh  or  t  comings  were  economic  In  nature  but  even  he  gave  up  believing 
In  the  trickle-down  tlieory*    America's  rural  poor  cannot  afford  policies 
that  have  been  so  disproved,  nqr  csn  the  Nstlon^.    Perhaps  Congress  an4 
the  President  will  take  a  lead  'from  the  Quaker  from  Iowa  and  attempt  to 
exercise  some  "friendly  persuasion"  to  fender  unto  the  people  the  Isnd 
which  Is  theirs.    Instead  of  reresdlng  their  own  warned  over  presa  relessea 
or  the  Nellaon  ratings,  Nixon  snd  his  Cabinet  would  do  wall  to  read 
Hoover's  American  Indlvldusllsm.' 


■•       .     .  •    •  .  '   ;         ■ '      ^ .  ■  ■ 

*  •  ■      _  ■  ,    ;    ♦         '•  m     •■  ,  4        '  r  ,  « 

*    ■     -  **  ■  .  ■■    •  •       *    *  .     '  • 

Generally,  there  are  a  whole  raiigc  of  IcfiifslatiVft  changes  tlut  Conj(re*f 
could  enact.    XIjo  fetlcr;il  govfternnont;  coiild?   fcuarantee  tanlt  loans  frpjj^;pr,lvate  \ 
lending  luotltaclonfi?  provide  capital  in  tho  f  o**»  of  direct  granti  to  lndivldvt«l* 
farcers  And  Icw-lnconc  cooperatives;  prtrvlde  low-lntereitj  revolving  loan  fundi  * 
avolliWo  to  rcalotjal  drvclopeent  hanks?  and  'catahllih  «  natlon*l  strategy 
center  vhlch^could  p'rovJdo  technical  assistance  and  tralnlngt  '"X^ 

Tlie  jialn  tlirust  vould  be-to  utlllxo  the  saao  kinds  of  flnanclnf  and  leveraflng^ 

tcchnl^uQO  that  arc  utllln^d  by  privmto  industry;  but  wikc  these,  wechanlsas 

acccGfllble  «nd  responsive  to  low^lncoac  farmers  and  cooperjatlvei..  In  addition 

.    ■       *.  ♦  f   ♦  *       •         ■  . 

.11  •  ' 

It  1«  critical  to  reform;    the  present  tax  lawfl,  price  nupport  prograws  and  .       -  ^ 

.other  subsidies  ihat  favor  the  corporate  agritJusincss'* ^ ^ ^ 

■onopoly  lavs  will  have  to  be  enfbrccd.    TJie  Heislamatlpns  Lands  Authority  Act  ^ 

•.    '  ■  .  *  *   '  ■  .i 

and  FaMlly  ^arm  Act  should  bo  pasted*      .  •      "  V, 

However,  1  om  going  to  jfocua  my  specific  rcco««e*nd«tlons  to  ons  particular 
piece  of  leglGlatlon,  .TitTr;.^VXV''-Cc^mr<iinltv  Kcfiowic  Devtlorment  of  th«  Bconpalc  ' 
PppArtunlty^Ac^t^  Jhe  purpoac  of  the  n^  ".title  yil"(vhlch  was  paased  In,  the  * 
Senate  last  Scptcjibcr  by  a  vot«  of  47  to  12)  is  to  both  coord Ittate  a  ttumbaj  of 
the  econonlc  development  progra«s  previously  Included  in^  thf  J5con«il<;  Opportunity 
Act  as  well  as  to  specifically  provide  access  to  existing  prbgraiis  of  othtr  - 
fedorsl  agencies  for  OEO-funded  cODninlty  developw-nt  corpora tionjs  (€DC*»)  and  co-ops 

The  ncy  title  Is  a  CiUbstituta  for  the  Sptclal  lapact  ^^rogrsM  which  was 
originally  co-sponsored  by  the  late  Senator  Kobert      Kennedy  and  Sitnator' Jacob 
Javits.   As  wis  Indicated  earlier,  the  Anfendwent  statad  forthrightly  that  coisiunitlcs 
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:iisive  t&  tightX^W^  iind  to  direct  diaprovemexvt  t>l  a  vhol^ 

.  iusthess*  an^  oppottuhitics.    The  .<^^  (atid  the  . 

co-op)  vas  ti;&  key  to  ithe  whole  coacept.  : Before  passage  of  the  Ajnendiaent  last-  ^ 
year»  hearings  were  held  .which.  e3?&mlned  the  performance  of  the  CDC  concept.  .    .  ^ 
X  think  it  iR,ittpt>rfcat|t.  tb  the  testitajpny  that  was  made  it  that  .tim*fe, 

in  thr^c- d^s^  of  hearings  on  economic  devetbjfnrt^^' during  the  past  sm^^ 
(March  25  and  April  29  in  Washing  ton  and  11  i^^^ 

Sen^e  EmpXoyimirie>.  Manpower  and  IP^etty  Sub^comrfiittee  heard  a  fedod.  deal  of  testimony 
from  community  croups,,  ^tfebnomists;  and  national  organisations  on  the  problems  and . 
st^rategics  of  allcv^lating  poverty  tliough  economic  development  in  urban,  ghettc^  .- - 
and  d^iiessed'rural  communities,    >rhe  Sub-ctiralttcp,care|^  the  v 

various  approaches; drat  were^^ng  tested,  Including  "black  capitallsm*%  "minori^ 
entreprcheurship"  and  the  CPC  mSdel.    Xt  was  apparent  |rom1)oth  the  backgroiind  , 
report  issued  by  thii  Sub- commit  tee  arid  the  remarks  of  Senators  JaviJ:S  and  Ted  Kenned: 
(the  co-sponsors.of  the  new  vHen  timy  intr^ced  the  le^isl^t^^^ 

economic  developme^i^  projects  were  to  :K^tt>ily  responsive  to  the  probletes  df  1^^^ 
Income  .nd  minority  coBaunities,  that  the  medhanisi  off critig 'the  best  opportunity 
for  success  is  the  coimnunity  developmertt  corporation.  '  Both  Senators  tod  the 
■Report  re-affiwed  the  vit'aUty  and  viability  of  the  coraunity  economic  developnint 
concept.    Careful  attention  vas  also  given  to  the  specific  legislatiye  changer  " 
that  had  to  be  made  in  order  to  strengthen  the  potential  of  this  program. 
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Uurlng  the  co«se  of  the  teittoony.  liMlvldu.ls  representing  diverse  co^unlty 

groups  Eointed  out  p,ttema  of  discrimination  and/or  administrative  infl^ixlblUtr. 

wMch  Olos  4t  the  toot  Of  the  failure,  of  other  federal  agencies  :to  offer  the-; 
..  CDO's  access  to  ihelr  progt^.  ^ThOsc  agentles  singled  out  for  criticism  were i 
.  the  Farmers  Home  Admlnfstratlon^  (IWM)  of  the  Department  of  Agrlculture-vhlch      .  '  ' 

*tolnl#tered  the  Rrxr^l  Loar^  r;oeram  (Title  IIl-A.of  the  EOA.  42  U,S,C.  2841-55)  ; 
•the  Siku  Business  Adntlnlstratlon;  the  Economic  Development  AamlnlstratlOn  of  ' 

the  Departiacnt  of  Commerce  and  HUD. 

•  \       The  Co..unxty  Fc.nontc  Development  gec^  contaiii3  three  parts  which  attempt 
to  con^ptehensively  deal  with  the  shortcomings  of  the  prior  legislation.    They  ate:  ^ 
^arO^which  foeusesTnofe  sharply  on  u^^^^  and  rural  comnmnity-hased  cor^     .  .. 
poratiohs.    It  e=T>hasi2es  the  crucial  role-plaj;;d  hy  federally^supplied  equity      :  .  ' . 
capital  a„d  mandates,  the  cooperation  of  other  Federal  ageifcies  in  the  growth  of 
coDKunity  dcyclopnettt  corporations  •  .  " 


Part  Bi.  Tart  B  provides  irants  to  rural,  cooperative*  cowprised  of 
a  majority  of  poor  people.    Such  grants  are  essential  to  help  launch  i^ral  coop- 
eratives and  thus  help  low-income  f aroers  to  utilize  the  Icings  Of  resource 
concentration  that  are  essential  if  they  are  to  exist  as  Independent  f artier*/ 

^^^^  P«.  l*art  C  provides  technical  assistance  and  long-tepn  load  funds 
for  urban  and  rural  Areas.    It  extends  the  existing  $87  miXlldft  title  Ill-A 
rural  loan  revolving  fund*  whicJi  the  administration  has  terminated,  and  provides 
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tot  the  eventual  creatibn  of  a  wtcMng  urban  development  loan  fund.    In  coit- 
fpmity  with  other  federally  supported  revolving  funds*  the  inteteat  on  loan* 
aade  by  the  fund  can  U  used  to  defray  administrative,  technical  assistance  and 
.supervisory  costs  of  the  furid  . rather  than  being  paid  ta  the  Treasury.'  (A  measure 
of  the  Sub-comadttee^s  view  of  the  importance  of  Title  VII  is  the  authorization 
.recotnmendatlon  of  $60  niUion  for  fiscal  1972  and  $120  Billion  for  fiscal  19730  " 

,  A  brief  scctlon-by-feection  analysis  offers  some  further  insights  into  the 
linplicatlotts  of  ijubstant$ve,  as  well  as  administrative  changes*      .  . 

Section  711  legislatively  tecofinizses  the  ttnnraunity  dcvel6pment  corporation 
an  entity.    Section  713  Ca>  (l^brecosni^ei  that  CDC-access  to  SBA^s  Small 
Business  Invesbnetvt  Corporation  Minority  Enterprise  Sniall  Business  Iiwest- 

.  stent  Corporation  CMESBIC)^  and JLocaV  Development  Corporation  (IDC)  programs  have  been 
hindered  by  SBA's  refusal  to  treat  OEO  grant  funds  in  the  hands  of  CDC' s  as  the 
V>vatc  Eaid'-in  capital"  necessary  fdr  eligibility,    this  sectipn  allows  the 
CpQ»fc  to  make  haxlnuia  use  of  all  leverage  devipes  of  .programs  offered  by  the  SBA, 
especially  the  ones  mentioned  above/ and  provides  that  Title  VII  funds  invested  ^ 
In  SBIC»s,  mSBIC^s  or  IDC^s  by  CDC's  are  to  be  treated  asV  Vivate  paid-in 
capital  and  pVd-in  surplus*',  combined  "paid-in  capital  and  paid-in  surplus?'  and  ^ 
»*pai^d~in  capital".  ■         *  '  * 

-     In  addition,  it  encourages  CDC  access  to  aU  other  SBA  program* »  including 
the  various  direct  loan  and  guarantee  programs,  the  Lease  Guarantee  Program 
and  the  Section  8-(a)  subcontracting  and  I^rocurcm<lnt.  programs »    Jn  testimony     ^\  * 
before  the  Sub-coauaittee,  it  wa«-fointed  out  that  the  SBA  has.  In  a  numhe?  pf 
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Itistiances,  refused  cither  directly  or  indirectly,  to  «*lc«  these  prograaa  «vilX~ 
«l)le  to  CDC'-ihitiated  enterprises*   thus,  in  Its  Report  the  Sub'-corwlttee  stated 
forthrifihtly  *'that  CpC's  oHtx  one  of  the  ffi\t  opportunities  to  assist  businesses 
lit  depressed  urbf^n  and  irural  «rcas  where  there  is  the  proiaise  both  of  adequate  < 
capitaliz?ition>  through  combined  utilization  of  OEO  grants  and  SBA  assistance, 
and  substantial  inputs  of  ^ technical  a$sistancc  at  all  lcvels--<'«nterprise  develop- 
ment, feasibility  in  marketing  analyses,  manrfgenent  and  operations."   Thus,  in 
the  coisnittcc's  view,  distinctions  drawn  by  SBA  which  have  the  effect  of  excluding 
CDC's  or  imposing  unrearlistic  obligations  on  them  «r»..  ."unfortunate  and  reflect 
«  view  of  free  enterprise  inconsistent  with  the  need  to  devote  resources  to  the 
problens  of  poor  urban  and  rural  comaunltles."  Accordingly,  section  7l3  (a)  (2) 
is  intended  to  rcsvlt  in  the  issuance  of  guidelines  that  Will  naxialze  the  avail- 
ability of  SBA  xorogratts  to  COC*s  receiving  financial  assistance  under  the  Title  VII 
prbg^ran.  .  ..^ 

Section  713  (b)  strengthens  provisions  of  Title  I-D,  under  which  CDC  areas 
be  deemed  "redevelopment  areas",  thus  making  them  eligible  for  assistance  from 
the  Economic  Development  Administration  (EDA).    la  the  past,  EDA  has  insisted 
upon  submission  of  an  "overall  ccononic  development  plan"  (ofe)P),  the  preparation 
of  which  is  a  long  and  expensive  process.    The  Sub-committee  viewed  this  as  an 
unnecessary,  duplicative  inpedlmcnt  and  specified  tfiat  it  be  dropped/  Accordingly, 
the  section  specifies  that  CDC's  shall  qualify  for  both  the  facilities  grants 
(Title  X)  and  the  loans  (Title  II)  availabKt  under  the  Public  Works  and  Economic 
development  Act  of  1965,  as  amended,  and  ptwides  that  CDC's  shall  be  deemed  to 
fulfill  the  overall  economic  developent  pjiinning  requirements  of  Section  XII  (b)  - 
(IQ^  of  that  Act.  H 
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Scction  713  Cc)  insures  that  CDC'«  vlll  tiavcs  accc«s  to  the  procr«»«    "  „ 
adfflinisteced  by  HUD  that  provide  support  for  low  and  moderatt  lnco««  houilnc  aitd 
low  cost  law!  for  developncnt  as  follows: 

Section  106  of  the  Housing  and  Urban  Developnent  Act  of  I9^8t  to  Insurt 
"  that  CDC's  qualify  as  nonprofit  sponsors  and  for  tKe  technical  assistance 

and  the  seed  cioney  fw  planning  and  preconstructlon  costs  available  to 
•    such  sponsors  of  low^lncoae  bousing;  *  * 

Section  221,  235  and  236  of  the  National  Houslns^  Act  of  1969,  to  Insura 
that  GDC's  qualify  for  federal  subsidies  to  assist  nonprofit  sponsors  of 
low  and  moderate  IncoDse  mortgage  and  rental  housing  programs; 
Title  I  of  tl-e  Housing  Act  of  19A9,  the.Urban  Renewal  program,  to  Insurt 
that"  CDC  *s  qualify -to  acquire  low/cost  urban  tencwAl  land  for  development; 
.  .  and      .      •   ;     .     ■  ■  •  • 

Section  701  (b)  Housing  Aet  of  1954*  to  ItJiure  that  CDC's  w^Ll  considered 
as  subcontractors  by  public  agencies  for  demonstration  programs  In  small 
'      urban  area  comprehensive  planning*  ^ 

Section  721  mandates  a  concentrated  effort  for  rural  development,    Towar^J  . 
that  end  it  provides  for  a  program  of- grants  and  t^hnlcsl  assistance  to 
rural  cooperatives  for  farming,  purchasing,  marketing  and  processing. 
Section  731  also  provides  for  urban  and  turpi  development  loan  funds.  In 
effect,  Hub-scc^ion  (c)  (2>'relnstltutes  the  current  title' IIl-A  loan  program' 
whlth  has  had  nearly  $87  tallllon  In  assets  and  had  been  terminated  by  the  AdnlnlstrAt: 
The  corxiittee  found  that  this  loan  program  wouXd  be  an  Invaluable  resource  for  • 
the  developncttc  ojf  rural  areas  end  should  be  continued.    Most  testimonies  eHclted.  ? 
during  the  hearings  Indicated  that  the  Fanners  Hone  Administration  which  admln- 
Istcfed  this  progran  hercjtof ore  under  a  delegation  of  authority  from  OEO  had 
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slwpXy  done' a  CerxlMc  job  and  In  point  of  fact  sevtral  witnesses  statei^^j^ 
flatly  tluit  FrJIA  did  tiot'Vlcit  low-lncoma^famictt  or  low  Ineoiia  farm  tooptrativts^ 
.  as  a  fcultctble  client  constituency.    Therefore  tHc  new  Ictlslatlon.calls  tor  a 
iwre  effective  rutal  economic  developxient  pros^an  administer ed  by  p£0  whlck 
Will  provide  t^ants,  loans  and  adequate  technical  assistance  to  both  siMilX 
farrcrs  and  rural  cooper acXve^^        *     '  #     **.  •      •  ^        • ' 

The  zur^I  fund  .would  start  with  *a  of  $27  vllllon  atid  the«.iirf>an 

.  fund  \^ill  be  Initiated  when  more  than  $C0  nil  lion  la  appropriated  for  Tltla  VII« 
the  acc^on  also  provides  for  a  smch  more  ambitious  technical  assistance  and 
trflnlns  progran  a»  well  as  for  experimental  research  and  development  prostams# 

Xtt  Mtxtmztyt  in  should  be  sild  th^jt;  the  new 'leslslatlon  goes  a  long  way 
towaird  plysS'ing  cianf*of  the  admlnlstrjitlve  loopholes  that  existed  under  the  eld 
X^D  legislation,.    lu  doing  so,  it  resolves  certain  problems  that^'hava  consistently 
impeded  the  capacity  and  growth  of  the  CDG^s,    Eome  of  these  issues  that  I  hiiva 
Men'ttOAcd  above*  i^nh  as  the  recapturing  of  the  Rural  loam  SProgrami '  the  opening 
Of  access  to  auppl^entary  prosrams  offered  by  other  agencies^  alvl^the  acceptance 
of  covctnnont  'funds  as  "paid-in  capital"  for  LDC's,  MESBICS  and  SBIC's  WiU  go  a 
lortg  way  tou«rd  strtngthenlng  the  delivery  system  of  COC^s. 

Additional  Issues  that  are  resolved  ata:    that  the  director  of  GEO  cannot  , 
delegate  any  progr^  to  other  agencies;  the  assets  of  CDC U  are  the  pro|>erty 
of  CDC'a;  and  that  t\\p  director  has  the.  authority  to  waive  10%  non-federal  share 
without  tho  necessity  for  prosiuXgayins  regulations.   These  too  will  be  usefql* 

In  conciunion,  ,1^  shguld  be  pointed  out  t^t  there  are  some  basic  problems 
with  this  l<>glolation.    The  first  and  forettost  Is  that  it  was^vetoed  by  the 
President  on  December  S^i  19 7l«    Although  he  focused  His  attack  on  the  Ch^ld 
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Devcilopiiilcn^  Amendment,  tire  Pr«sidcnt  kilco  caphailzed  Ms  itrcm^  oppoiitioA 
to^'cacegorXcai  program»"  which  includes  ^he  CoMiunity  Bconowic  Ocvftlopnent 
Title*    Xhere  are  very  ittronji  indicotlotis  that  both  thft  Houae  and  Senate 
CofUjiittccs  will  reintroduce  a  new  bill,  with  Title  VXI  Included,  In  January. 
It  dee^crves  yout  £uXl  ouppurt'and  ahould  be  paascd.  ^Another  cxaaple  la  . 
\  iiaohcyl    Ihc  Confc,rcnco  Coraalttee  will  have  the  opportunity  to  apecify  an 
michoriratiou  figure  and  It  Is  obylouo  that  the  aucceaa  oC  acv«v«X  of 
tlic  abovc-incucJLon<^d  prqgraras  arc  going  to  require  jKcrfaaed  authorization. 
(For  example,  In  order  for  OKO'to  aiaumc  the  adKinlaCratlon  o£  the  new 
rural  developncnt  program  It  «uat  eatabllsh  m.  totally  new  delivery  ayatep 
which  will  be  COS'; ly»)  -  * 


■  \ 


1939 


.        AfPKHDIX  II         .        ,  • 
yiLQPOSAn.  FOR  AW  ACRTCUI.TlmAt  SfeRVICE  COtVf^  I'^ASG") 

^      Agrl^ulrural  wrketlng  and  supp]^  cooptratlves  'co«prlted  in  iMjor  part 
of  lci|*  and  low-«ldHlo  Incone  f araera,  * 
IX.    Wty  jii  It  ncr^jaaiy? 

Thft  Extension  Service  operation  haa'a^^gely  functioned  as  a  Vaiaal  of 
the  corporatis  (agrl-busln^sa)  farwlrig  lnter«9ta.    It  haa  done  llt'tle  or 
nothlnc  fof  the  snaU  farwcra.   The  Extension  Satvlca-corporata  farw  ' 
relat;lon»liip  la  new  no  Inatltutlonallzed  and  Intractable  that  It  U. 
aXttoat  Ifljpoaalbla  to  tiak«  It  responalva  to  aitall  fanacra.    Tha  aaiaa  \ 
r  could  bo  aald  for  the  DofA,  and  the  Uxmntn  Hotie  Adwlnlatrafclon. 
III.    tfvtpoaei  ,  * 

*X.   To  provide  Jilgh  quality  ascpcrtlaa  to  aucb'  co-ppa  In  rcapect  of 

planting*  cultivating,  harvesting,  proceaalng,  iwrketlng,  accounting, 

CtCt 

2.  To  begin  to  close  the  technological  gap  betvetn  thg^rporata  farming 
operation  and  small  farmer  co**&pa. 

3.  To  eatnbllah  an  educational  and  reaearch  center  to  ^eal  with  proble«a 
facing  amall  farmer  co-opa.    Special  problems  would  b«  Invaatlgatcd; 
hl\^9  Which  crops  ate  aul table  for  aucU  operation  (e.g.,  atjawborrlaa) ; 
special  proceaalng  and  marketing  problems,  »anagei«ent  problMa,  ate. 
(It  1h  not  Inconceivable  to  deal  with  other  related  probleaa  auch  as 
rural  .housing,  health,  wanpqjwer  training,  education  and  conauaerlsn.) 

The  Reginald  Heher  fialth  Fellowship  Program,    (Thla  program  la  different 

from  VlfiXA  In  thAt  ASC  t/lll  pay  a  Trcar*  wage  [a.g.  10,000/yr.  for  new 

! 

gr&duatco]). 
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Qualified  ana  jnotivatcd  grVduit«»  ixom  the  agricultural  nchoolf  of 
universitici*  ^  -» 

Under  which  agency? 

0«i:.0.9  vhich  ha«  been  the  »o«t  reeponalve  to  the  need*  of  the  rural  ^ 
poor*  Or  contract  with  a  Vnivcraity  (like  the  Reggie  Progra*  contract* 
with  Howard) ♦  . 
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-  Senator  SravENsoK.  Thank  you  vAy  much,  Mr.  Blaustein.  You 
Have  presented  a  most  thorough  and  profound  analysis  of  past, 
pr^t,  and  future  policies.  I  jmt^nd  to  carefully  study  your  pre- 
SMdrea  remarks,  and  1  know  they  will  server  as  a  cornerstpno  for  dis- 
i^ssxon  and  action  that  is  eseential^if  wo  are  to  reverse  the  present 
dilemma  facing  iiiral  America. 
,  ^  We  will  now  hear  from  Mr»  Barnes. 

STATEMENT  OF  PETEE  BAEHES,  ^WEST  COAST  EDITOE,  THE  HEW 
I^EPTTBUC,  SAN  FEANCISCO,  CAIIP. 

Mr,  Barnes.  Scij^ator  Stevenson  and  Senator  Tafti  First  let  me 
say  thatj  having  sat  through  all  of  these  hearings  for  the  past  3  days^ 
I  have  listened  very  carefully  to  all  of  the  testimony  and  I  think 
tliat  these  are  i)Qrhaps  the  most  constructive^ most  educational  Senate 
Jjeamgs  that  liave  beon  held  in  a  long,  long  tune  in  the  State  of 
California,  and  I  would  hope  that  they  lead  to  a  reawakening  of 
rural  America,  along  democratic  linpcs.  /  • 

I  shall  be  fairly  Ijrief  in  my  tc^stimony  today  because  much  of 
what  I  have  to  say  is  contained  in  three  articles  which  were  pub-  ' 
Jishod  in  Ihe  New  Republic  on  June  5,  13,  and  19,  1071,  which 
have  already  been  introduced  into  the  record. 
TodiAT  I  shall  try  to  put  the  problems  of  rural  America  into  some 
,  Kind  of  perspectiye,  and  then  ef plore  some  possible  strategies  for 
,  chanc;e.^It  sef  ms  to;  me  that  two  basic  types  of  questions  should  be 
asked.  The  ftr'st  cate^^ory  of  questions  is  along  these  lines: /VVli at 
,    kind  of  6ocie\v  do  we  have  in  rural  America?  Whq.t  kind  of  societv 
are  we  heading* towards?  What  kind  of  society  do  we  want? 
•  1  he  second  category  of  questions  has  to  do  with  government  poli- 
-   cies.  What  are  the  effects  of  State  and  Federal  policfes  on  rural 
■    America?  Are  these  the  desired  effects?  If  not,  \rtiat  can  be  done 
to  obtain  the  desired  effects? 
I^t  me  begin  by  addressing  the  first  group  of  question^.  I  think 
,   the  t<!Stimony  befofe  this  subcommittee  has  indicated  that  we  have 
a  rural  society  which  produces  a  groat  almndance  of  agricultural  and 
mineral  wealth,  but  which  docs  not  distribute  tlib  fruits  of  that 
pro<Iuction  in  a  democratic  manner.  This  description  of  rural  society 
has  been  confirmed  by  a  host  of  studies  aiid  statistical  reports,  some 
of  them  conducted  by  this  subcommittee  itself  in  past  years. 
^  Most  r(^cently,  a  report  of  the  Census  Bureau  revealed  that  the 
incidence  of  poverty  in  rural  America  is  higher  than  in  any  .other 
,  segment  of  our  society.  Nineteen  percent  of  farm  families,  and  10 
,    percent  of  nonfarm  families,  are  living  below  the  poverty  levej—- 
this  despite  the  fact  that  millions  of  the  poorest  rural  families  have^ 
migrated  to  cities.  ^  *^ 

I  think  the  testimony  that  we  have  heard  has  also  showed  that 
one  reason  for  this  widespread  poverty  in  rural  America—this  per- 
sistent disparity  between  rich  and  poor— is  a  great 'inequality  in 
access  to  productive  resources,  primarily  to  land  and  water.  The 
^  concentration  of  land  in  the  hands  of  .relatively  few  large  owners 
has  long  been  a  characteristic  of  Cal59bxia. 

In  fact,  this  concentration  really  bejcjan  fo  form  when  California 
bgbame  a  Stat<}.  It  began  with  the 'Mexican  land  grants  and  this  was 
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continued  from  the  early  days  of  statehood  and,  in  fact,  was 
worsened  by  a  whole  series  of  giveaways  of  public  lands  to  rwlroads  . 
and  land  speculators.      '  < 

I  think  we  had  some  testimony  earlier  about*  the  Desert  Land  Act 
of  1877  which  was  the  beginning  of  thqf  formation  of  the  Kern 
County  Land  Co.  which  t^ay  has  become  Tenneco. 

The  monopolization  of  wat<5r  began  in  the  late  19th  century  when 
cattle  barons  and  land  speculators  like  Henry  Miller,  James  Haggin, 
and  Lloyd  Tevis  amassed  enormous  tracts  of  land  alortg  the  rivers 
of  the  Central  Valley  and  acquired  tlie  water  rights  as  well.  One 
purpose  of  the  Reclamation  Act  of  1902  was  to  combat  tiie  mo- 
nopolization of  land  and  water  in  the  West.  However,  as  you  heard, 
because  of  grossly  inadequate  eriforceiUent  of  the  160-acre  limitation 
and  the  residency  requirement,  it  has  not  liad  the  effect  of  brcricing 
up  this  monopolization  of  land 'and  water. 

Today  less  than  50  corporations  own  better  than  half  of  the  prime 
agricultural  land  in  .California. 

The  concentration' of  land  and  water  in  the  hands  of  relatively 
few  families  and  corporations  has  meant  that  the  benefits  of  tech- 
nological change  have  not  been  equitably  ^ared.  Most  of  the  benefits 
of  dams  and  canals  and  new  harvesting  machines  have  gone  to  large 
landowners,  while  most^  of  the  costs  have  been  borne  by  displaced 
farmworkers  and  by  taxpayers  generally,  who  have  not  only  suifii- 
dized  the  development  of  new  technology  but  have  had  to  assume 
the  sizable  welfare  burden  it  has  produced. 

A  society  in  which  access  to  productive  resources  is  inequitably 
distributed  is  inevitabjy  a  society  m  which  power  is  undemocratically 
held.  Landless  farmworkers  have  very  little  to  say  about  what  goes 
on  in jniral  California,  and  very  little  political  'influence  over  the 
agencies  of  Government,  as  we  "have  heard,  and  j^ftiall  farmers  are 
becoming  increasingly  powerless.  The  basic  decisions  that  affect  the 
lives  and  livelihoods  of  rural  Calif omiaiis  are  not  made  in  local 
communities,  or  through  the  democratic  pro(;ess,  but  in  the  corporate 
boardrooms  of  Houston,  San  Francisco  an<l  other  cities,  llie  factor 
that  most  motivates  these  decisions  is  the  urge  to  maximize  profits 
for.  absentee  shareholders.  The  needs  and  desires  of  iniral  citizens 
are  of  minimal  concern.  .  ' 

What  kind  of  rural  society  are  we  heading  toward?  Perhaps  the 
best  way  to  answer  this  question  is  to  project  ourselves  50  years  into 
the  future.  To  help  do  this,  I  have  blown  up  a  picture  from  the 
Natioi]||il  Geograi)hic  magazine  of  February  1970,  which  is  t^er  here 
(indicating):  It  is  an  artist's  conception,  which  was  drawn  under 
'the  guidance  of  the  U.S.  Department  of  Agriculture,  of  what  farm- 
ing will  look  like  in  the  earlv  21st  century.  , 

For  the  benefit  of  the  record,  I  will  jiescribe  the  picture  briefly. 
/In  the  foreground,  over  here  (indicating),  is  a  bubble-to^  control 
tower  from  whic.h  one  man,  aided  by  another  man  looking  over 
'  his  shoulder,  controls  every  aspect  of  production,  and  it  is  done  by 
computer.       '  i  • 

Over  there  on  the  \eft  (indicating)  there  is  a  big  tiller-combine, 
which  is  remote-controlled,  and  the  field  it  is  rolli;ig  over  along 
the.se  tracks  that*  go  alongside  is  10  miles  long.  It  has  been  leveled 
with  the  aid  of  nuclear  explosives.  Above  the  tiller,  and  to  the  left 
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fnicttSi  T^^^^^^  3«t-powered  helicopter  which  is  spraying  * 

Sw  S  timva  is  a  service  ifead  in  the  middle  and  on  the 

?ST«  ^"'''^  ^^''!^  ^^""  ^^'^l  arc  blending  fe?d  fS 

Sfej-''^''  ^""^  over  there  indicating)  in  those  skyscrapeS 
.  Jere  IS  a  processing  plant  behind"  he  skyirapera  S^n  the 

iSeTrops;       ^  strawberries,  tomatoes  and  other  high- 

is?m*JLl5 ST^''^'"'''!^-^?^  h-orizonjindicating); 
the  eSe  SrSn/^^  f  P"'"?^?^  planf  suppfes  wat^r  for 

Xn  .^^nri  ^T*"^  imdergrouijrl  are  sensors  which  find  out 
&AZllStZZo^^     antoLted  irrigation  sy^em  that 

rpp?esent.%f.  "^r."*      Agric^ilture,-this  picture 

■  iS  a^tl^s  n5.H,r''*V  American  agriculture.  But  let's 

if  „;*,V"'^,P^<'l"r«  and  consider,  for  anioment,  from  a^humau  point 

^ong^vith  iff '        ™  '^'"'^^^'^'^  P"^^^*^  bookMVl?at  is 

ar^dSfv^aC.""'''"'  obviously  wron^f  with  it  is  that  people  - 
are  totally  absent,  except  for  those  two  guys  in  the  bubble  tower 

Jlv  rtiaTv-nlf  r^^'^-  I'rcsinnably.  they  aVway  back  there  in  E 
SniSl  in.lT-''*^  ''^  the  horizon,,  detached  from  nature  and 
fhS^  o  },av«  ^  V**"'.'''*''^-,  9"'^^^  P'^P'^^y  *''«y  are  unemployed.  If 
J  Snfo  i  Ji^^H'S^^-M-"^*^  ^  bureaucracy,  located  in  a 
£   ^Tn,  f™""'^^"^'^'"«  wiiuiBivs  are  permanently  sealed 

nSLrn^nf  T  C^^^^a^ly  '"atSg  a  precooked,  overpriced 

assortrnont  of  specially  bred  and  svnthetic  foods.  . 

o^olS!.*i''i  -  ""r  V"^'  this 'picture  is  that  it  represents  an 
^T.?.S?o  d^"f  «r  .Ivarge-scale  monoculture,  massive  use  of  inorganic 
olSi  <^''ft"'rtipn  of  natural  contours,  with  or  without  nuclear 
fnS  w  "  of  these  things  are  esthetically  displeasing  and  eco- 
logically very  daiigeroua-  "      ^  . 

M.«nriclf''l"f*'!t  ^ant?  The  kind  of  society 

lemesented  by  this  somewhat  over-dramatic  picture  is,  I  believe, 
r  i?'*i  -/^^r-  <'0"Sonant  with  our  democratic  traditions.  I 

A  '^'-^  inevitable,  either.  The  kind  of  rural  society  I  believe 
An'r/K'an-s  want  is  onc^  in  which  wealth,  political  power,  and 
opportiimty  for  self-improvement  are  equitably  gliared  by  those  who 
.^nf.,;  t  ^  society  in  , which  men  and  women  can  live  close  to 
nature,  be  economically  independent,  and  not  bo  exploited  by  ab- 
sentee owners,  financial  institutions,  or  large  conglomerate  corpora- 
tions It  is  a  society  that  this  subcommittee  would  not  hdve  to. 
investigate  al  the  time— a  society  in  which  the  indignities  of  migra- 
■tory  labor  will  no  longer  exist,  not  because  farmworkers  willahave' 
heen  totally  replaced  by  machines,  siich  as  those  (indicatiiigf,  but 
twcause  they  will  have  become  farmoWners,  rooted  in  their  com--"" 
munities.  working  the  land  they  own,'  employing  relatives  or  neiirh- 
Iwrs  to  do  the  extra  work  at  harvest  time. 

Before  suggesting  how  such  a  society  might  be  btought  about, 
let  me  briefly  discuss  the  second  category  of  questions  I  mentioned 
at  the  outset,  the  effects  of  Government  policies. 

(loyernment  policies  affecting  rural  America  are  of  two  types— 
policies  of  omission  and  policies  of  commission.  Sometimes  the  effects 
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of  Government  policies  are  inten^^d,  and  sometimes  they  are  \xn- 
intended. 

Perhaps  the  foremost  policy  oi  omission  that  .affects  rural 
America,  and  we  have  heard  a  lot  about  it  in  previous  testimony, 
is  the  Government's  failure  to  rai^  farm  prices  to  a  level  where 
an  eificient  family  farmer  can  recover  his  cost  of  production  plus 
some  compensation  for  his  labor  and  a  reasonable  return  on  his: 

•capital  investment.  Despite  the  much-publicized' subsidy  programs, 
farmers — particularly  small  farmers— have  long  been  caught  in  a 
tightening  price  smieeze.  Primarily  this  is  because,  farmers,,  unlike 
Gei^eral  Motors  or  United  States  Steel,  cannot  administer 'the  prices 
that  they  receive  for  their  products.  The  result  is  that  the  cost  of 
almost  everytjiing  the  farmer  buys  lias  steadily  risen,  while  the  price 
of  ^hat  he  skills  has  held' about  the  same,  and  sometimes  even  fallen. 
Federal  tax  policies  affect  rural  4inerica  in  ways  that  may  or  may 

.  not 'be  intended.  The  lower  rate  of  faxatibn  Jor  capital  gains  en- 
courages land  speculation  and  absentee  ownership.  In  much  the  same 
way,  various  write-off  provisions  of  the  tax  laws  permit  corporations 

,  or  individuals  with  nonfarm  sources  of  income  to  invest  in  farming 
or  ranching  for  tax  purposes.  Such  "tax  farmers,*'  as  we  have  heard, 
can  be  much  less  efficient  than  the  family  farmer  and  yet  undersell 
him  in  the  marketplace.  Many  c/)ri)orate  farmers  receive  additional 
tax  favors  against  which  the  ftimily  farmer  cannot  compete. 

The  case  of  Tenneco  is  a  lassie  examp^  Thanks  to  the^  oil 
depletion  allo%yance,  foreign  \tax  credits,  and' intangible  drilling- 
cost  write-offs,  Tenneco's  Federal  income  tax  rate  in  1970  on  profits 
-of  $182  million  was  13.3  percent  In  1969,  on  ^profits  of  $91  million 
Teimeco  not  only  paid  no  Federal  income  taxes  at  all,  but  actually 
wound  up  with  a  tax  credit,  with  the  Government  owing  Tenneco 
*$13  million. 

Kural  America  is  also  greatly  affected  by  Goveriunent-subsidized 
research  conducted  at  land-grant  colleges.  Suffice  it  to  say  that  this 
research  tends  overwhelmingly  to  favor  the  replacement  of  people 
by  machines,  and  thus  favors  large  owners  of  land  and  capital  at 
the  expense  of  small  owners  and  farmworkers.  Water  subsidieSj^crop 
subsidies  and  labor  policies  have  a  similar  effect.  So,  too,  in^the  past 
did  the  giveaway  of  large  tracts  of  public  land  to  railroafls  and 
speculators;  and  so,  too,  does  the  continued  failure  to  enforce  the 
antimonopoly  provisions  of  the  1902  Reclamation  Act.  . 

The  total  effect  of  Government  policies  can  probably  be  summed  • 
up  in  one  sentence:  It  is  to  reduce  tlic^  number  of  family  farmers  and 
thus  the  size  of  the  rural  middle  class.  ^  ^ 

Obviously,  if  we  are  to  change  the  nature  of  rural  society,  we . 
must  change  Government  policy.  Here,  two  principal  strategies  are 
possible.  I*  '  .  1 

One  strategy  Is  to  accept  the  corporate  .takeover  of  agriculture 
and  attempt  to  reconstruct  rural,  society  around  other  forms  of 

industry.  •  ,   t     •    •   ^  i.    i  * 

I  should  say  there  is  another  strategy  and  that  is  jUst  to  let 
rural  America  totally  disappear,  as  we  have  heard  some  testimony 
httS  already  happened,  and  this  pointing  picture  would  be  the  culmi- 
natipn  of  that.  But,  assuming  we  want  to  salvkge  rural  America, 
there  are  these  two  methods. 
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4n,w  Strategy  envisions  the  construction  of  hichwavs, 

tSf  fnZfrt'  ^""^  otW  public,  fadlities,  and  tlie  provision  o? 
^^^nle±^f  A'^^'i*^  attract  jiow  industry.  I  am  not. opposed 
fLJS  fJ"  new  industries  to  rural  arfas,  as 

-  no^^TLvT''*T""''?y^^?^"^      noiifarm  jobs.  However,  we  must 
kfnd  nfcnr^^^^^^^       ^^^^''VO  ">«t  s»oh  a  Strategy  will  lead  to  tJio 
TH  "*F"™  society  we  desire.  X 

not  StS'Kff-f'"?"!-''"'^  approach  tojrural  development  would 
tSLoIt  X  wealth  ' and  power  in  rural  America. 

flnS       r^r-  }   ^^'a  P"^^'?^      absentee-owned  corporations, 

SJl  T  shareholders  in  the  cities.  More' 

1  V    .  f^r^^^'^    ffJf'^'^t  number  of  decent 

fffiifX,  ^'"'^'^  Pr«v"^e  a  degree  of  self-ful- 

coif  n?l  f '^•'"'^'"^T-'T^'''^  '"o'^s  «»'«"nd  at  industry  today,  one 
^  Wor£     ''T'  '         workmanship,  low  morale,  and  alienation. 

w-^M^'^Mf  "  the  work  they  are  doing.  One  i-eas<5n  they 
cannot  relate  is  that  their  product  means  iiothin-g  to  them.  It  requires 
fhlm  /h  ^"al  mvolvoment  to  make,  and  it  is  taken  .away  from. 

y''".  rccaivfis  both  the  psychological 
credit  and  the  fmancial  rewards.  It  is  my  feeling  that  most  family 
forme^rs  would  rather^.work  on  the  land  than  in  a  factory,  and  that 
^?T^L^r"y^^^l  •  ^  father  become  farm  owners  than  industrial 

■S^^'  ^'?i'?*inly,  they  would  rather  become  farm  owners  than 
wlfaro  .recipients.  If  we  a»e  talking  about  decent  jobs,  their  pref- 
ereiices  ought  to  be  given  some  weight. 
.Ihc  only  strategy  for  change  that  offers  hope  of  creating  the 
fwi'f'  - society  that  corresponds  to  American  traditions  is- 
,  one  which  deals  with  the  fundamental  structure  of  rural  society, 
tlie  way  agriculture  is  organized  and  the  way  land  is  used  and  owneil. 

10  achieve  the  kind  of  rural  society  I  have  been  talking  about,  and 
1  tlimk  both  members  of  the  subcwimitteo  have  been  talking  about, 
-a  two-pronged  approach  is  neces^i-j-.  Fir^t,  we  must  preserve  what 
.is  best  m  rural  society  today/This  mea;ns  wo  must  stop  the  cor- 
porate invasion  of  agilculturi,  and  help  existing  family  farmers 
to  survive.  ^Second,  we  must  enable  more  people,  particularly  farm- 
workers and  sharecroppers,  to  become  farm  owners:        •'  ^ 

10  achieve  Hiese  twin  goals,  it  will  bo  necessary  to  change  a  broad 
spectrum  of  Govermnent  policies.  Tax  laws,  price  support  pro- 
grains,  and  research  policies  should  be  designed  to  favor  eificiont 
family  farm  units  and  worker-owned  cooperatives  rather  than  largo 
ai)sentee^corporations.  Antitrust  and  antimonopoly  laws  will  have 
to  Im  enforced.  And,  let  us  be  frank  about 'it,  fanh  will  have  to  be  . 
redistributed  from  those  who  own  too  much  to  those  who  don't  o\vn  ' 
any.  especially  m  (kHfornia  and  in  the  South.  In  other  countries 
this  IS  called  land  reform,  and  the  U.B.  Government  has  ardently 
promoted  it.  *  ^* 

Clearly,  such  changes  will  take  a  considerable  period  of  time  to 
bring  about,  but  we  must  start  right  away.  These  hearings  hav«?!' 
been  of  great  yalue  in  bringing,  before  the  public  and  the  Senate  ' 
the  basic  information  needed -to  develop  a  coherent  strategy  for 
clumge.  Now  the  time  has  come  to  move  forward  wiiSi  legislative 
programs.  •  ^ 
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'  Two  importafit  pieces  of  legislation  liaye  already  been  intro- 
duced. One  is  the  Famfly  Farm  Act,  which  has  been  sponsored  in 

the  Senate  by  Senators  Nelson,  Mpndale,  Hughes,  and  others.  The 
Faniily  Farm  Act  would  amend  the  Clayton  Act  so  as  to  prohibit 
vertically  integrated  conglomerates  from  engaging  in  agricultute. 
Conglomerates  presently  engaged  in  agriculture  would  have  to  di- 

.v^t  themselves  of  their  agricultural  operations  over  a  5-year  period. 

The  second  important  piece  of  legislation  is  -the  Keclamation 
Land/"  Authority  Act,  which  Congressman  Waldie  talked  about  this 
morning  and  which  has  been  sponsored  in  the  Senate  by  Senators 
Harris,  Cranston,  and  other's.  This  bill  would  authorize  iJie  Federal 
Goverjmient  to  purchase  excess  land  holdings  in  Federal  reclamation 
areas  and  resell  them  to  resident  family^'^krmers  and  farmworkers. 
^  la  addition  to  these  two  measures,  I  believe  another  majol^  piece  of 
legislation,  as  yet  unwritten,  ought  to  be  pursued.  It  would  be  the 
contemporary  equivalent  of  the  Homestead  Act;  perhaps  it  might 
be  called  the  Agricultural  Opportunity  Act.  This  act  would  enable 
the  Federal  Goverjpment  to  purchase  and  resell  large  l^xd  holdings 
in  nonreclamation  areas.  It  would  provide  credit  on  liberal  terms\ 
so  that  new  f  armers  could  purchase  or  lease  these  lands  and  get. 

^  started  in  agriculture.  It  would  enable  farmworkers  and  sharecrop- 
pers to 'acquire,  cooperatively  or  individually,  some  of,  the  agricul- 

'  tural .  operations  that  corporations  undej  the  Family  Farm '  Act 
would  have  to  relinquish.  Effective  safeguards  would  be  included  to 

'  prevent  absentee  ownersMp,  speculative  investment,  and  the  re- 
accumulation  of  large  land  holdings.  .         ,  ,  , 

Tn  addition,  I  think  we  ought  to  consider  the  possibility  of  a 
Kailro.ad  Land  Eeversioa  Act.  Millions  of  acres  lyere  given  away 
free  to  the  railroads  in  the  19th  century.  They  served  their  purpose ; 
they  got  the  railroads  built,  Now  I  think  that  these  same  lands  could 
serve  another  very  valuable  purpose  which  would  be  to  open  oppor- 
tunities for  farmworkers  ^nd  sharecropper's  and  young 'people  who 
waiit  to  get  into  agriculture  as  self-employed  farmers. 
'  df  course,  there  will  be  opposition  to  thfese  measures.  It  will  be 
claimed  that  tiiey  are  impractical  or  radical  or  uimecessary.  I  would 
say  that  thqy  are  workable,  urgently  needed,  and  squarely  in  the 
American  tradition.  Both  political  parties  have  long  paid  tribute  to 
the  family  farm. -Both  have  pledged  to  revitalize  rural  America.' 
Both  have  talked  about  fighting  poverty  and  giving  poor  people  a 
piece  of -the  action."  That  is  what  this  legislation  would  be  about. 

America  is,  presumably,  a  country  of  free  private  enterprise.  But 
we  oughi  to  stop  and  ask  what  free  enterprise  meaixs.  Free  enter- 
prise, to  mef  does  not  merely  imply  the  right  to  get  big.  It  also 
implies  the  right  to  start.  As  corporate  farms  become  increasingly 
integrated  with  processors  and  distributors,  as  conglomerates  like 
Tenneco'gain  controFof  agriculture  from  "seedling  to  supermarket. 


1947 


whicft'^lfwTi^  the^technolog^cal.millemmn  in 

Sfi  mLTin^^^  and  harvelted  by  remote-coiv^ 

S  "S^*  *°  g^*  a.  start  in  farming  mil  be  obliter- 

S^Vrich  rl^-*^'*^^-  -Ji?««ricans  must  decile'^Lth^  the^ 

fS^^^^  «^  and  desires  o^the  many, 

In.  closing  I  woul^like  to  emphasize  that  time  is  running  short, 
integration  ^nd  corporate  ownership,  of  land  are^apiSy 


Vertical 


SDreadTnrTfr  °  corporate  ownership,  of  land  are  rapidly 

vSnnl  np^n X  n  ^^^'^^g^.^S^  the  family  farmer  is  68,  and  ver^ few 
tffioOoSimnv  l^'i^™^  agriculture  today^  Across  America  mo^^ 
wa^.f'r?  y  a""®  g^^^g  o"*  of  business  each  week.  Unless 

we  act  promptly  we  ma,y  wake  up  and  find  the  >  American  countrS 

abouJ  if     ^'^^  P^^*^»^«  a^'J  be  unable  to  d?  an:^Sg. 

Senator  Stevenson.  That  picture  is  a  frighte-hing  one.  It  is  even 
more  disturbmg  to  me  that  that  picture  is  I  dreaj^  of  the  DeparT 

™silf  f  rf?*r^  ^*  the  Americafdr^am  t?me. 

senator  1  aft,  do  you  have  any  questions? 

•  r^p^T?""  --^"i  ^^'^^  *o  add^;hat  I  think  the  wit- 

ness has  summarized  the  problem  very  well  c 

rprlino"5A'*-J'^%*T'^'5,^>  *^b^  ^^5^^^  Ws.proposal  con- 
cernmg  the  Kailroad  Land  Reversion  Act,  wldch  I  dSn't  think  was 
covered  m  his  prmted  testimony.  -  wa,» 

r^^nJt\^^TT^  ^  ^''"'^  *^a*.i'  ^  ^  ownership  of  the 
ra^oad?  WhaMo  you  mean  specifically  and  how  would  it  work  ? 

Mr.  iiARNEs.  During  the  nineteenth  century  

benator  Tajft.  I  know  what  happened.  - 

Mr.  Baenes.  You  know  all  about  that,  all  right.  These  lands  still 
,  remain  m  the  ownership  of  the  railroads.  The  Southern  Pacific  here 
m  (Jalifomiar- — 

Senator  Tait,  Some  do,  but  a  great  many  do  not. 

Mr.  Barntes.  T^at  is  true.  But  the  Southern  Pacific  in  California 
own  over  3,000,000  acres.  It  is  the  largest  single  landholder  in  the 
sta^.  in  some  cases  I  think  we  hal^e  heard  some  testimony  that  this 
u  •  1-^1^  obtained  by  the  railroad  to  induce  them  to  build  a  line, 
wiuch  they  actually  didn't  build,  but  they  kept  the  land,  anyway. 

1  simply  think  that,  having  gotten  much  of  this  land  for  free, 
that  you  cant  really  make  a  case  for  them  being  allowed  to  keep  it. 

benator  Taft.  I  don't  know  about  that.  You  have  several  new 
owners  now.  They  have  no  relation  to  the  previous  owners.  It  was 
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something  that  was  legally  their  prpperty  and  you  ate  evidently 
advocating  confiscation!  .  • 

Mr.  Barnes-  No,  we  are  not  talking  about  land  that  they  might 
have  sold  to  other  owners.  .  ' 

Senator  Tapt*  No;  I  mean  the  changes  in  railroad  ownership,  too. 

Sir-  Babnes.  Eight.  I  wpuld:  certaiSy  iX)mpensate  them. 

Senator  Tatt,.  Would  ybu  compensate  all  people  wjbio  have  hold- 
ings in  railroad  property?  "       ^  ^  - 

Mr.  Barnes.  I  don't  lielieve  in  confiscation,  but  I  think  a  reason- 
able price  jcould  be  established.  If  they  got  the  land  for  ^ree,  they 
have  certainly  profited- to  ^a  very  considerable  extent  over  the  past. 
90  years.  ; 

Senator  Tact*  Somebody  may  have,  but  not  necessarily  the*  people 
you  are  talking  about.  ^  -  # 

Senator  Stevenson.  I  think  the  railroads  would  be^^ad  to  give 
away  some  of  those  lands.  ■  \  ■   "  ^ 

Senator  Tait.  Due  to  taxes  on  them. 

Senator  Stevenson.  The  taxes  and  the  maintenance  of  the  road- 
beds is  one  of  the  causes  of  their  economic  diflSiCulties* 
Senator  Tabt.  I  have  nothing  further. 

Senator  Stevenson.  I  ceftaimy  agree  with  Senator  Taft  that  you 
not  only  have  made  a  very  eloquent  statement,  but  a  very  fine  sum-., 
mary  of  the  statements  and  arguments  which  haVe  been  presented 
to  this  subcommittee.  It  paints  a  very  graphic  picture  of  the  condi- 
tions in  rural  America  now,  and  perhaps  in  the  future,  but,  I  hope 
not.  .  '         ,  : 

Thank  you  very  much,  Mr.  Barnes.  . 

Mr.  Barnes.  I  would  just  like  to  say  one  last  thing  and  that  is 
I  think  the  iiifbrmation  collected  during  these  hearings  speaks  for 
itself  and  I  hope  that  the  members  of  the  subcommittee  will  go  on 
from  here  to  really  lead  on  some  of  the  issues  we  have  been  talking 
about,  because  I  think  a  lot  of  peoples'  hopes  rest  on  this  subcom- 
miftee.  I  am  talking^  about  people  in  rural  America,  the  farm  work- 
ers, sharecroppers,  and  I  hope  you  don't  let  them  down.  ^ 

Senator  Stevenson.  We  wouldn't,  be  holding  these  hearings  for 
the  sake  of  hearings.  We  are  holding  them  because  we  want  to  find 
out  what  the  conditions  are  in  rural  America  because  Tye  need  ideas 
and  because  we  want  to  take  action. 

We  will  try.  Thank  you.  .  ' 

I  order  printed  at  this  point  in  the  record  your  entire  statement 
together  with  your  articles  on  Land  Reform  from  the  New  Republic 
Magazine  of  June  5, 12,  and  19, 1971. 

(llie  information  referred  to  follows:) 
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Testimony  pf  Peter  Barnes 
before  the  Senate  Subcommittee  on  Migratory  Labor 
January  13/1972 


1  shall  be  fairly  brief  in  my  t.estimony  today  because 
much  of  what  I  have  to  say  is  contained  in  three  articles r 
published  in  <;h<g  New  Republic  on  June  5,  12  and  19,  1971  f 
which  have  already  been  introduced  into  the  record. 

Today  1  shall, try  to  put  the  problems  of  rural  America 
into  some  kind  of  perspective ^  and  then  explore  some. possible 
strategies  for  change*    It  seems  to  me  that  two  basic  types  . 
of  questions  should  be  asked.    The  first  category  of  questions 
is  along  these  lincs-t    What  kind  of  society  do  we  have  in 
rural  America?    What  kind  of  society  are  we  heading  towards? 
What  kind,  of  society  do  wc  want?  ' 

The  second  category,  of  questions  has  to  do  with  govern- 
ment policies-    What  are  the  effects  of  state  and  federal  ^ 
policies  on  rural  America?    Are  these  the  desired  effects?. 
If  not,  what  can  be  done  to  obtain  the  desired  effects? 

>  ■  ■  ♦ 

Let  ma  begin  by  addressing  the  first  group  of  questions. 
I  think  the  testimony  before  this  subcommittee  has  indicated 
that  we  have  a  rureil  society  which  produces  a  great  abundance 
of  agricultural  and  mineral  wealth,  but  whi9h  docs- not  dis- 
tribute the  fruits  of  that  production  in  a  dcsmocra tic  manner. 
This  description  of  rural  society  has  been  confirmed  by  a  host 
of  studies  and  statistical  reports.    Most  recently,  a  report 
of  the  Census  Bureau  revealed  that  the  incidence  of  poverty 
in  rural  America  is  higher  than  in  any  other  segment  of  our,  > 
society.    iJineteen  percent  of  farm  families,  and  ten  percent 
of  non-farm  families,  arc  living  below  the  poverty  level*^- 
this  despite  the  fact  that  millions  of  the  poorest  rural 
families  have  migrated  to  cities* 
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a:  think  the  te^timpny  has  also  showed  that^one  reason  * 
for  this  widespread  poverty  in  rural  Ainerica-*-this  persistent 
disparity  between  rich  and  poor— is  a  great  inequality  in 
access  to  productive  resources,  primarily  to  land  arid  water* 
The  concentration  of  land^  in  the,  hands  of  relatively  few 
large  owners  has  long  been  a  characteristic  oij  California* 
The  monopoliz'ation  of  water  began  in  the  lateJl9th  century^ 
when  cattle  barons  like  Henry  Miller,  Janj<?sTfaggin  and  Lloyd 
Tevis  amassfed. enormous  tracts  *^land<along  the  rivers  of  the 
central  Valley,  and  acquired  the  wat^  righ^^TlLK.  well*  Qne 
purpose  of  the  Reclamation  Act  of  190T>nst5  to  combat  the 
monopolization  of  land  and  water  in.  the  West.  However, 
because  of  grossly  inadequate  enforcement  of  the  160-acre 
limitation  and  the  residency  r^^quirement,  it  has  not  had  this 
effect* 

The  concentration  of  land  and  water  in  the  hands  o;e.rela-^ 
tively  few  families  and  corporations -has  meant  that  the  benefits 
of  technological  change  have  not  been  equitably  shared.  Most 
•   Qf  the  benefits'  Of  dams  and  canals  and  new  Jiarvesting  machines 
have* gone  to  large  landowners,  whilq  moat  of  the  costs  have 
been  borne  by  displaced  farmworkers  and  by  taxpayers  generally, 
who  have  not  only  subsidized  the  dcvclopmpnt' of.  now  technology 
but  have  had  to  assume  the  sizeable  welfare  burden  it  has 
produced.  * 

A  society  in  which  access  to  productive  resources  is 
inequitably  distributed  is  iAevitably  a  jjociety  in  which  power 

undomocratically  held.    Iiandless  farmv/orkoro  have  very  Initio 
to  s&y  about  what  goes  on  in. rural  dalifornia,  and  small  fafrmers 
are  becoming  increasingly  powerless.    The  basic  decision^hat 
affect  the  lives  and  livelihopds  of  rural  Calif ornians  ar<^  not 
made  in  local  communities,  or  through  the  democratic  process, 
but  in  the  corporate  boardroomci*  of  Houston,  San  Francisco  imd 
other  cities.    The  factor  that  most  motivates  these  decisions 
is  the  urge  to  maximize  profits  for  absentee  sharGholdors. 
The  needs  and  desires  of  rural  citizens  are  of  minimal  concern. 
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What  kind  Qf  rural  liociety  are  We  heading  toward?'  Perhaps 
the  best  way  to  >inswer  this  questfon,  is  to  project  Ourselves 
fifty' years, into  the  future.    To  help  do  this,  1  have  blown  up 
a  picture  from  the  National  Geographic  magazine  of  February,  ^ 
1970*    Xt  is  an  artist's  conception,  guided  by  the.U.'S*       •  ' 
s  Dcpar'tmont  of  Agriculture,  of  ii^Tiat  fanning  will  be  like  in 
{  "    the  early. 21st  century.  \ 

For  the  benefit  of  tho\record,  I  will  describe  the  picture 
briefly?    In  the  foreground  Is  a  bubb^^-top  control  tower ^from 
wlxich  one  man,  aided  by  a  coit^putcr,  .monitors  every  aspect  of 
production..  '  6n  the  left,  a  i^cmote-contrplled  tiller-combine      -  ' 
glides  across  a  ten-milc-longUheat  fioia  vAiich  has  been 
Ibvclled  with  nuclear  explosives .    Above  the  tiller,  a  jet- 
powered  helicopter  sprays  insdcticidos.    Across  a  service 
..    road,  conical  millc  blend  fcpd\  for  cattle,  which  fatten  in. 
skyscraper  feedlofcs.    A  beef  processing  plant  is  directly 
•behind  the  skyscrapers.    In  thf^  background  arc  several  illumi- 
nated plastic  domes  containing  Controlled  environments  for 
growing  strawberries,'  tomatoes  ind  other  high-in6omc  crops*  • 
^        Near  the  hori«/n  is  a  manmaae  lake  from  which  a  pumpir^  plant 
supplies  water  for  the  fcntire  operation.    Buried  underground 
are  sensors  wljich  find  out  when  iho  crops  nec^d  water,  and  an-, 
automated  irrigation  system  that  brings  it  to  them. 

In  the  eyes  of  the  U.S.D.A. ,  this  picture  represents  the 
ultimate  triumph  of  American  ingenuit;^        farsighted  govern- 
ment policies.    But  let  us  consider  this  picture  for  a  moment 
from  a  human  point  of  vj.cu,  and  askf  as  in  the  children's 
pur-ilc  books,  what  is  wrong  with.it.  ^ 

One  .thing  that  is  wrong  with  it  is  that  people  arc  almost 
totally  absent.    Presyimably  they  are  crowded  together  in 
distant  city,  detached  from  nature  and  alienated  from  their  woriJ. 
Quite  possibly  they  are  unemployed.    If  they  do  have  jobs,  It 
"     may  bo  in  a  large, burcauci^acy  which  is  housed  in  a  climate- 
controlled  building  whose  windows  are  permanently  sealed.  For 
dinner  they  probably  eat  a  pre-cooked,  ovor'.prieed  assortment 
of  specially  bred  and  synthesized  foods. 
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v       Another  thing  wrong  with  the  pieturo  is  that  it  repre- 
sents an  ecological  disaster*    l,ai:gc-flGaXc  monoculture, 
massive  use  of  inorganic  chemicals,  destruction  of  natural 
contours,  with  or  without  nuclear  explosives—all^  tAcsc 
things  are  aesthetically  displeasing  and  ecologically  dangerous • 
What  kind  of  rural  sociotir  do  wo  want?    The  Jcind  6f  society 
represented  by  this  soiftcwhat  ovordramatiG  picture  is,  £  believe, 
neither  dqairable  nor  consonant  with  our  democratic  traditions. 

.  X  do  not  think  it  is  inevitable,  either.    a?ho  kind  or  rural- 
society  I  believe  most  Americans  want  is  one  in  which  wealth,  " 
political  power,  and  opportunity  for  self -improvemont  are 
cfjuitably  shared  by  those  who  work*    It  is  a  society  in  which 

^  men  and  women  can  live  close  to  nature,  be  economically  In- 
dependent, and  i?ot  be- exploited,  by  absentee  owners,  financial 
institutions,  or  large  conglomerate  corporations.    It  is  a  ^ 
society*  that  this  subcommittee  should  not  have  to  investigate  " 
every  two  or  throe  years—a  society  in  which  the  indignities 
of  migratory  labor  will  no  longer  exist,  not  because  farm- 
workers Will  have  boon  entf^ly  replaced  by  machines,  but 
because  they  will  have  become  farm  owners,  rooted  in  their 
communities,  working  the  land  t-hey  own,  employing  relatives 
or  neighbors  to  do  the  extra  work  at  harvest  time. 

Before  suggesting  how  such  a  society  might  be  brought 
about,  let  me  briefly  discuss  the  second  category  of  gueotions 
mentioned  at  the  outset— the  offcets  of  government  policies. 

Government  policies  affecting  rural  America  are  of  two 
types— policies  of  omission  and  policies  of  commission.  Some- 
times the  effects  of  government  policies  are  intended,  and 

^  sometimes  they  ore  unintended.  ; 

J»erhaps  the  foircmost  policy  of  omission  that  affecttt 
rural  America  is  the  govornmont's  failure  to  raise  -farm  prices 
to  a  level* where  an  efficient  family  farmer  can  recover  his 
cost  of  production  plus  some  compensation  for  his  labor  and  a 
reasonable  return  on  his  capital  investment.    Despite  the 
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much-jjublicized  imbsidy  program*^  farmery — particularly 
•mail  farmers — Ifavo  long  been  caught  in  a  tightening  price 
squeeze.    Primarily  this  is  because  farmers— unlike/  say ^ 
General  Mptors  or  U.S.  Steel — cannot  administer  the  prices 
that  they  receive  for  their  products.    THe  result*  is  that  the 
cost  of  almost  everything  the  farmer  buys  has  steadily  risen# 
while  the  price  pf  what  he  sells  haa  held  about  the  sisune# 
and  sometimes  even  fallen. 

Federal  tax  policies  affect  rural  America  in  ways  that  . 
may  or  may  not  bo  intended.    The  lower  rate  of  taxation  for 
capital  gains  encourages  land  speculation  and  absentee  owner- 
I3hip%    In  mu(5li  the  same  way^  various  write-off  provisions  of 
the  tax  laws  permit  corporations  or , individuals  with  non-farm 
saurcos  of  ihcomo  to  invest  in  farming  or  ranching  for  tax 
purpo^oo.    Such  "tax  farmers"  can  bo  much  loss,  efficient  than 
the  family  farmer  and  yet  undersell  him  in  the  marketplace. 
Many  corporate  farmers  rccoi^Jo  additional  tax  favors  against 
which  the  family  farmer  cannot  compote.    Tho  case  of  Tcnneco 
is  a 'Classic  example.    Thanks  to  t|ie  oil  depletion  allowance#  is^: 
foreign  tax  crcditji  and  intangible  drilling-cost  writ*roffs, 
TehnoGo's  federal  income  tax  rate  in  1970  on  profits  of*^ 
$182  million  was  13.3  percent.    In  1969,  on  profits  of  $91 
million,  Tcnneco  not  only  paid       federal  income  taxes  at  all, 
tho^ government  actually  wound  up  owing  Tenncdo  $13  million. 

Rural  America  is  also  greatly  affected  by  government- 
subsidized  roaearch  conduated  at  land  grant  gollcges*    Suffice  it 
to  say  that  this  research  tends  overwhelmingly  to  flavor  the 
replacement  of .people  by  machines ^  and  thus  favors  large  owners 
of  land  and  capital  at  the  expense  of  small  owners  and  farm- 
workers.    Water  subsidies,  crop  subsi^.ies  and  labor  policies 
•have  a  similar  effect.    So,  too,  in  the  past/  did  the  giveaway 
of  large  tracts  of  public  Idnd  to  railroads  ari^  speculators, 
and  BO  too  docs  the  continued  failure  to  enforce  the  anti- 
monopoly  provisions  of  tho  1902  Reclamation  Act.  ' 
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The  total  effect  of  govornmont  policies  can  probably 
be  summed  up  in  one  sentence:    it  is  to  deduce  the. number  of 
family  farmers,  and  thus  thfe  size  of  the  rural  middle  class. 

Obviously,  if  we  are  "to  change  the  nature  of  rural 
society,  wc  must  change  government  policy.    And  here  two 
principal  strategies  are  posgiljlo.  '  ' 

One  strategy  is  to  jjccept  the  corporate  takeover  of 
agriculture  and  attempt  to  reconstruct  rural  society  around 
"  other  forms  of"  industry.    This  strategy  envisions%e , con- 
.  istruction  of  highways,  industrial  .parks  and  other  public 
facilities,  and  the  provision  of 'tax  incentives  designed  to 
attract  new  industry.    J  am  not  opposed  to  measures  that  would 
attract  new  industries  to  rural  areas,  as  there  is  unguostion- 
ably  a  need  for  non-f arm. jobs.    However,  we  must  not  allow 
oursolvos  to  believe  that  such  a_ strategy  will  lead  to  the  ^ 
kind  of  rural  society  we  desire.'  - 

The  corporate-industrial  approach  to  rural  development 
would  not  alter  the  distribution  of  wealth  and  power  in  rural 
America.    Indeed,  it  "would  give  more  power  to  absentee-owned 
corporations,  and  add  mainly  to  the  wealth  of  shareholders 
in  the  cities.    Moreover,  i  doubt  whether  it  would  provide  a 
gieat' number  of  decent  jobs,  if  by  decent  jobs  we  mean  jobs 
that  provide  a  degree  of  self-fulfillment  to  workers.'  When 
one  looks  around  at  industry  today,  one- sees  absenteeism, 
■hoddy  workmanship,  low  morale  and  alienation.    Workers  cannot 
relate  to  the  work  they  are  doing.    One  reason  they  cannot 
relate  is  that'  their  product  means  nothing  to  them,    it  • 
requires  little  skill  pr  personal  involvement  to  make,  and 
it  is  taken  away  from  them  by  the  factory  owner,  who  receives 
both  the  psychological  credit  and  whatever  financial  rewards 
the  product  may  bring.    It  is  my  feeling  that  most  family 
farmers  would  rather  work  on  the  land  than  in  a  factory,  and" 
that  mo.t  farmworkers  would  rather  become  farm  owners  t^an 
industrial  laborers.    If  we  are  talking  about  decent  jobs, 
•their  preforonees  ought  to  be  given  some 'weight.  • 
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The  only  strategy  for  change  that  offers  hope  of  creating  ^ 
the  kind  of  rural  society  that  corresponds  to  American  tradi- 
tions iE  one  which  deals  with  the  fundamental  structure  of 
rural  socioty— the  way  ^iigriculture  is  organized  and  the  way 
land  is  used  and  owned • 

To  achieve  the  kind  of  rural  society  I  have  been  talking 
about/  I  think  a  two-pronged^approach  i»  necessary.  .  Firsts 
we  must  preserve  what  is  best  in  rural  society  today*  Thie 
means  we  must  stop  the  corporate  invasion  of  agriculture,  and. 
help ^^^jtSt|ng  family  fanners  to  survive.    Second,  we  mus.t'| 
enable  mora  people— -particularly  -farmworkers  and  sharecroppers 
--to  become  farm  owners . 

To  achieve  these  twin  goals  it  will  be  nece««ary  to  change 
a  broad  spectrum  of  government  policies*    Tax  laws,  price 
support  programs^  and  research  policies  should  bjs  designed  to 
favor  efficient  family  farm  units  and  worker-owned  cooperatives 
rather  than  large  absentee  corporations.    Anti-trust  and  ant i- 
monopoly  laws  will  have  to  be  enforced.   >And— let  us  ba  frank 
about  it— land  will  have  to  be  redistrirtited  from  those  who 
own  too  much  to  those  who  d6n*t  own  any,  especially  in  California 
and  in  the  South*    In  other .  countries  this  is  called  ** land,  reform, 
and  the  U*S*  government  has  ardently  promoted  it. 

Clearly,  such  changes  will  take  a  considerable  period  of 
time  to  bring  about,  but  we  roust  start  right  away.    These  ^ 
hearings  have  been  of  girpiit  value  in  bringing  before  the  public 
and  the  Senate  the  basic  information  needed  to  develop  a 
coherent  strategy  for  change*    Kow  the  time  has  come  to  move 
forward  with  legislative  programs.  . 

Two  important  pieces  of  logislfition  have  already  been 
introduced.    One  is  the  Family  Farm  Act,  which  has  been 
sponsored  in  the  Senate  by  Senators  Kelson,  Mondale,  Hughes 
and  others.    The  Family  Farm  ^fet  would  amend  the  Clayton  Act 
s6  as  to  prohibit  vortically*-integrated  conglomerates  %om 
engaging  in  agriculture*    Conglomerates  presently  engaged  in 
agriculture  would  have  to  divest  thewselve's  of  their  agricul- 
tural operations  over  a  five-year  period* 
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The  'second'  important  piece  of  legislation  is  the 
Reclamation  Lands  Authority  Act,  si)onsored  in  the  Senate  by 
Senators  Harris,  Crariston*  and  others,  and  in  the ^  House  by 
Congressmen  Waldic,  Kastcnmoicr,  De^llums  and  others/  This 
bill  would  authorize  the  federal  government  to  purchase 
excess  landholdingsvin  federal  reclamation  areas,  ana  re- 
sell  them  to  resident  family  farmers  and  farmworkers A 

in  addition  to  those  two  measures^  I  believe  anc/ther 
major  piece  of  legislation,  as  yet  unwritten,  ought  4o  be 
pursued.    It  would  be  the  contemporary  equivalent  of  the 
^  Homestead  Act;  perhaps  it  might  be  called  the  Agricultural 

Opportunity  Act.   \his  act  would  enable  the  federal  government  ^ 
to  purchaoo'  and  re-sell  large  landholdings  in  non-reclamation 
areas.    It  would  provide  credit  on  liberal  terms  9t5  tha.t  new 
farmers  could  purchase  or  lease  these  lands  and  get  started 
in  agriculture,    it  would  enable  farmworkers  and  sharecroppers 
to  acquire,  cooperat^|ycly  or  individually,  some  of  the  agri- 
cultural operations  tRit  corporations  under  the  Family  Farm  ' 
Act  would  relinquish.    Effective  safeguards  would  be  included 
to  prevent  absentee  ownership,  speculative  invostmerita,  and 
the  re-accumulation  of  largo  landholdings. 

Of ^course  there  will  bo  opposition  to  these  measures. 
It  will  bo  claimed  that  they  are  impractical,  or^ radical,  or 
unnocossary.    it  would  say  that  .J:hey  are  workable/ urgently 
needed,  and  squarely  in  the  American  tradition,  ^Both  political 
parties  have  long  paid  tribute  to  the  family  farm.    Both  have 
pledged  to  revitalize  rural  America.    Both  have  talked  abo'ut 
fighting  poverty  and  giving  poor  pcoplc/^a  piece  df  the.  action. « 
That  is  what  this  legislation  would  be  about. 

America  is,  prcfaumably,  a  country  of  free  private  enter- 
prise.    But  we  ought  to  stop  and  ask  what  free  private  enter-* 
prise  means.    Free  enterprise,  to  m^,  does  not  merely  imply 
the  right  to  got  big.  ^it  alto  implies  the  right  to  start;. 
As  corporate  farms  become  increasingly  integrated  with  pr'ocet- 
soro  and  distributors,  as  conglomerates  like  Tonneco  gain  control 


ERLC 


1958 


of  agriculturos^from  "seedling  to  supermarket/**  as  agribusiness 
advances  toward  the  technological  millenium  in  which  ton-mildf 
long  fields  arc  sowed  and  harvested  by  r emote -contrp lied 
machinist  the  right  to  get  a  start  in  farming  will  be  oblit- 
erated— as  it  almost  is  today.    Americans  must  decide  whether 
;they  want  to  rich  to  get  richer  or  the  poor  to  have  a  chance. 
It  it  is  closed  off,  if  the  profits  of  the  few  are  given 
precedence  over  the  neotls  and  desires  of  the  many/  the  i 
consequdnccs  jfi^^n  only  oe  unpleasant. 

Xn  closing/  I  would  like  to  emphasize  that  time  is ^ running 
short.    Vertical  integration  and  corporate  ownership  of  land 
are  rapidly  spreading.    The  average  age  of  the  family  farmer 
is  58,  and  very  few  youhd  people  are  taking  over  their  parents* 
farms.    Across  America,  more  than  2,000  family  farms  are  going 
out  of  business  each  wdok.    Unless  wc  act  promptly,  we  may 
wake  up  and  find  the  American  countryside  looking  like  it  does 
in  this  picture,  and  be  unable  to  do  anything  about  it. 
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^  EProm  the  New  KepubUc  mffttxine,  Juno  6,  1071] 

liAjfD  IlEroRM--I  j  The  Gieat  Amewoak  Laitd  Gbab 
(By  Petej  Barnes) 

Witli  three  out 'of  four  Americans  now  Jammed  Into  eltles,  no  on;o  pays 
much  attonUon  to  landholding  patterns  in  the  countrysiae.  How  thlnjfs  have 
changed.  A  hundred  years  ago,  land  for  the  laijdlcsa  was  a  battlecry.  People 
sailed  the  oceans,  traversed  the  continent  and  fought  the  Indians,  all  for  a 
piece  of  territory  they  might  call  their  own.  America  envisioned  Itself— not 
entirely  accurately— as  a  nation  of  independent  farmers,  hardy,  self-reliant, 
democratic.  Others  saw  us  this  way  too.  TocqucTiUe  noted  the  "great  equality" 
that  existed  among  the  Immigrants  who  settled  New  England,  the  absence  of 
rich  landed  proprietors  excepj  In  the  South,  and  the  emergence  in  the*westem 
settlements  of  "democracy  arrived  at  its  utmost  limits." 

Along  with  Industrialization,  however,  came  urbanization  and  the  decline  of 
the  Arcadian  dream.  Immigrants  forgot  about  land  and  thought  about  Jobs 
Instead;  the  sonv,^nd  grandsons  of  the  original  pioneers  began  to  leave  the 
farms  and  Jolii  tb^  Immigrants  in  the  cities.  Badieal  agitation  shifted  from 
farm  to  factory.  Frontiersmen's  demands  for  free  land  and  easy  credit  were 
8upplante4  by  worlcers'  demands  for  a  fair  wage,  decent  conditions  and  union 
recognition.  In  duo  course  a  kind  of  permanent  prosperity  was  achieved,  and 
America  directed  Its  energies  outwards,  not  Inwarda  Consumers  bought  their 
food  In  neatly  wrapi)cd  packages,  at  prices  most  of  them  could  afford,  and 
•  forgot  about  the  land.  .  i 

Why,  then,  in  1071,  should  we  turn  back  to  look  at  oUr  landholding  patterns? 
One  reason  is  that  the  land  is  still  the  cradle  of  great  poverty  and  Injustice. 
Another  Is  thfft  the  beauty  of  the  land  is  fast  disappearing.  Canyons  are  being 
dammed,  redwoods  felled,  hills  strlp-mlned  .nnd  plateaus  smogged.  Wilderness 
and  croplands  are  giving  way  to  suburban  sprawl  and  second-home  develop- 
ments. And  tlio  balance  of  nature  Itself  Is  threatened  by  e:i^cessive  use  of 
pesticides.  ,  * 

The  deterioration  of  our  cities  should  also  cause  us  to  look  back  at  the 
land;  population  dispersal  In  some  form  Is  a  necessity.  At  the  same  time, 
there  Is  a  growing  recognition  that  nagging  social  problems--  burgeoning  wel- 
fare rolls,  racial  tensions,  the  alienation  of  workers  from  their  work— have 
not  responded  to  treatment.  Many  of  these  problems  have  their  roots  In  the 
land,  or  more  precisely.  In  the  lack  of  access  to  productive  land  ownership"  by 
groups  who  today  make  up  much  of  the  urban  poor.,  Mexican-Americans,  In- 
dians and  even  some  blacks  are  beginning  to  raise  the  point  that  more  of 
America's  land  ought  to  belong  to  them.  Given  the  dead-end  nature  of  most 
antlpoverty  programs  today,  it  Is  an  argument  wo/th  listening  to,  , 

The  schizoid  character  of  American  landholding  patterns  was  first  implanted 
•s  during  colonial  days.  In  New  England  the  land  was  divided  fairly  evenly 
among  the  many;  In  the  South,  mostly  because  of  large  royal  grants^  It  was 
concentrated  In  the  hands  of  the  few.  As  a  consequence.  New  England  politics 
revolved,  around  such  Institutions  as  the  town  meeting  and  the  popular  mlUtla, 
while  Southern  soeloty  and  polUteruxar^p,  dominated  In  all  aspects  ^^y  the 
landed  gentry,  Jefferson  warnetr  that  ppri>etuatlon  of  the  large  plantations 
would  lead  to  the  ensconcement  of  an  "aristocracy  of  wealth"  Instead  of  an 
"aristocracy  of  virtue  and  talent,"  and  even  talked  of  freeing  the  slaves ;  but 
the  plantation  owners  were  hardly  Inclined  to  abdicate  their  privileged  posi- 
tions voluntarily. 

,  With  the  winning  of  Independence  and"  the  establishment  of  a  national  gov- 
ernment, Ameriiea  had  an  opportunity  to  create '.a  nation  unfettered  ^  by  the 
proclivities  of  European  nobility.  Men  like  Jefferson  looked  forward  to  a^ 
vigorous  agrarian  democracy,  fostered  by  public  education  and  a  Judicious 
distribution  of  tlie  government's  western  domains.  Then  as  now,  however, 
politicians  were  loss  Interested  In  promoting  agrarian  democracy  than  In 
making  a  quick  buck.  The  history  of  the  giveaway  of  America's  public  lands-- 
iiundreds  of  mllllonef  of  acres  over  a  century  and^a  half— constitutes  one  of 
the  ^longest  ongoing  scandals  In  the  annals  of  modem  man.  Fraud,  chicanery, 
corruption  and  theft  were  aplenty,  but  more  sC'andalous  nyas  the  lack  of  con- 
cern for  the  social  consequences  of  uneven  land  distribution.  Congress  at  times 
did  enact  such  foreslghted  measures  as  the  Homestead  Act  of  1002,  but  far 
more  often  It  authorized  the  wholesale  disposal  of  public  lands  to  speculators 
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rather  than  to  settler^.  And  what  Congress  ^dnft  surrender  to  the  land 
hoarders,,  the  state  legislatures,  the  Land  Office  and  the  Interior  Department 
usually  did. 

'  in  the  e^rly  nineteenth  century,  the  tyf)iail  speculator's  gainbit  was  to  form  ' 
a  "company"  which  would  bid  tor  massive  grants  from  Congress  or  the  state 
^  legislatures,  generally  on  the  pretext  of  Colonization,  Once  a  grant  Was  ob- 
tained—and  it  never  hurt  to  be  giBnerotts  with  briber— the  land  would  be 
divided  and  resold  to.  settlers,  or,  more  likely,  to  other  speculator*.  The  enor- 
mous Tazoo  land  ftfauds— in  which  30  million  acres,  consisting  of  nearly  the 
entirety  of  the  present  states  of  Alabama  and  Mississippi^  wer6  sold  by  the 
Georgia  legislature  for  less  than  two  cents  an  acre,  and  thgn  resold  in  the 
form  of  scrip  to  thousands  of  gullible  investorsr-was  perhaps  the  most  famous 

/ of  these  profit-maldng  i^chfmes.  Huge  fortunes  were  made  in  such  J5(windles, 
often  by  some  of  the  most  respected  names  in  goverimient/'The  socia\conse- 
quenc0S  Tvere  hot  limited  to  the  quick  enrichment  of  a  fortunate  f ew,  ^The 
,  issuance  of  vast  tracts  of  land  to  speculators  also  had  the  effect  of  driving  up 
0.  land  prices,  thereby  impeding  settlement  poor  AmericansSAnd,  since  grants 
were  not  always  GompletelsT broken  up,  they  had  the  additional  effect  of  im- 
planting in  the  new  terrlwries  of  th^  South  and  West  the  pattern  of  large 
landholdiiigs  that  persist  to  this  day.  . 

Texas  landholding  patterns,  for  example,  date  from  this  early  period,  though 
.  grants  to  the  original  American  .empresarios  were  made  by  Mexico  rather  than  • 
Washington.  At  first  there  was  a  rush  to  purchase  and  occupy  Texas  lands 
granted  to  Stephen  M.  Austin  and  others.  After  the  initial  "TexaS  fever"  sub- 
sided, many  immense  and  valuable  estates  r&nained  intact^  and  could  be  ac- 
quired for  a  relative  pittance.  Today  many  of  these  enormous  tracts  are  cotton : 
plantations,  cattle  ranges  or  oil  fields  ,  owned  by  wealthy  individuals  and 
*       corporations.  . 

The  concentration  of  land  ownership  in  California,  now  the  most  productive 
agricultural  ♦region  in  the  world,  is  perhaps  most  extraordinary  of  all.  Accord- 
ing to  a  1970  study  by  the  University  of  CaUfomia.  ^agricultural  Extension 
Sefvlcfe,  3.7  millio4i  acres -of  California  farmland  are  owned  by '45  corporate 
farms.  Thus,  nearly  half  of  the  agricultural  land  in  the' state,  and  probably 
three-quarters  of  the  prime  irrigated  land,  is  owned  by  a  tiny  fraction  of  the 
population.  This  monopolization  didn't  just  happen ;  it  was  and  still  is  abetted 
by  federal  and  state  policies.        •  .  - 

Land  in  California  originally  acquired  its  monopoly  character  from  the  pro- 
digious and  vaguely  define^d  grants  issued  by  first  the  Spanish  and  then  the 
Mexican  governments.  Upon  California's  acjiession  to  the  union,  the  United 
States  government  could  have  incorporated  these  latifundia — still  almost  total- 
ly unpopulated— into  the  public  domain,  or  ordered  them  divided  into  temall 
farms  for  settlers.  It  chose,  probably  without  much  throught,  to  swallow  them 
whole  and  to  allow. them  to  remain  private.  Almost  immediately  they  fell  prey  . 
*to  wily  speculators  and  defrauders,  who  either  bought  out  the  heirs  of  the 
grantees  or  forged  phony  title  papers  and  bluffed  their  way  through  the  courts.  ; 
Several  of  the  original  Spanish;igrants  are  embodied  in  giant  holdings  today ; 
the  Irvine  Ranch  (68,000  acresMn  Orange  County),  the  Tejbn  Ranch  (268,000  ^ 
acres  in  the  hills  and  valleys  northeast  of  Los  Angeles,  40  percent  owned  by 
^  the  Chandler  family,  which  publishes  the  Los  Angeles  Times);  Rancho  CaU- 
fomia  (97,000  acres  to  the  northeast  of  San  Diego,  jointly  owned  by  Kaiser 
and  Aetna  Life),  and  the  Newhall  Ranch  (43,0(k)  acres  north  of  Los  Angeles), 

The  struggle  for  acquisition  of  the  Mexican  land  grants  was  only  the  begin-  ^ 
ning  .of  the  empire-building  period  in  CaUfomia.  For  some  reason  American 
history  books  are  ^Ued  with  tales  about  the  robber  barons  of  finance  and  in- 
dustry—the Rockefellers,  Morgans,  CarnegiSs  and  Harrimans— but  almost  al- 
ways  neglect  to  mention  the  great  cattle  barons  of  the  West.  At  the  top  of 
any  listing  of  the  latter  must  certainly  be  the  names  of  Henry  Miller,  James 
Ben  Ali  Haggin  and  Lloyd  Tevis,  .      .    ^ocrn  " -i*. 

Miller  was  a  German  immigrant  who  arrived  in  San  Francisco  m  1«D0  witft 
six  dollars  in  his  pocket,  and  amassed  an  empire  of  14  million  acres— about 
three  times  the  size  of  Belgium— before  he  died.  Starting  out  as  a  butcher,  he 
soon  reaUzed  that  the  big  mon^  lay  in  owning  cattle,  not  chopping  them  into 
pieces  for  a  handful  of  customers.  He  also  recognizedy-  in  advance  of  other 
Callfornians,  that  water  was  far  more  valuable  in  the  arid  West  than  gold. 

Miller's  strategy  was  to  buy  up  land  along  the  rivers  of  CaUfomia  s  central 
valleys,  thereby  acquiring  riparian  rights  to  the  water.  Then  he  would  irrigate 
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J^*^  ditches,  providing  his  cattle  with  natural  grasses  on 
which  to  graze.  Homesteaders  further  hack  from  the  river  would  lose  their 
water  iand  be  forced  to  sell  to  MiUer  at  dirt-cheap  prices. 

.  MUler  had  othA'  tricks  as  well  According  to  Carey  MeWilliams'  Factories 
tn^  the  Ftetd,  a  large  portion  of  Millfer^s  empire  "was  acquired  through  the 
purchase  of  land  scrip  which  he  bought  from  land  speculators  who,  a  few 
years  previously,  had  obtained  the  scrip  when  they,  while  in  the  employ  of  the 
United  States  as  government  surveyors,  had  carved  out  vast  estates  for  them- 
selves, 7  At  one  point  in  his  career  MiUer  set  out  to  acquire  some  dry  grass- 
r  f j|?  Joaquin  valley  under  the  terms,  ironically,  of  the  Swamp 

£»andafAct  of  1850.  This  was  a  law  under  which  the  government  offered  aUeged 
swamjp  lands  to  individuals  free  of  charge  if  they  would  agree  to  drain  *them. 
ihe  law  provided  that  the  land  had  to  be  underwater  and  traversable  only  by 
boat  Miller  loaded  a  rowboat  onto  the  back  end  of  a  wagon  and  had  a  team 
of  horses  puU  him  and  l^is  dingy  across  his  desired  grassland.  Eventually  the 
government  received  a  map  of  the.  territory  from  MUler,  together  with  a  sworn 
statement  that  he  had  crossed  in  a  boat.  Thousands  of  acres  thus  became  his  ^ 

On  a  par  with  MiUer  in  deviousness  and  ambition  was  the  team  of  Haggin 
and  Tevi?,  a  pair  of  San  Francisco  tycoons  -who,  among  other  things,  had 
interests  m  the  S6uthem  Pacific  Railrdad  and  Senator  George  Hearst's  far- 
flung  mining  ventures.  By  the  1870's  Haggin  and  Tevis  had  accumulated  sev- 
eral hundred  thousand  acres  in  the  San  Joa(iuin  vaUey  from  former  Mexican 
grantees,  homesteaders,  the  Southern  Pacific  Railroad  and  assorted  "swamps  " 
They  fought  bitterly  for  water  rights  to  the  valley's  rivers,  and,  as  Margaret 
Cooper,  has  recounted  in  an  unpublished  University  of  California  master's 
iol?^,!  ^^^^  ^^^^  strangers  to  fraud.  Their  empire-building  was  capped  in 
1877  by  a  masterfully  engineered  land-grab  that  must  rank  among  the  classics 
of  the  genre.  Under  the  impetus  of  California's  Senator  Sargent,  who  was 
acting  on  behalf  of  Haggin  and  Tevis,  Congress  hurriedly  approved  the  Desert 
land  Act,  and  the  bill  was  signed  by  President  Grant  in  the  last  days  of  his 
administration.  The  law  had  the  effect  of  removing  several  hundred  thousand 
acres  from  settlement  under  the  Homestead  Act.  These  lands,  which  were  said 
to  be  worthless  desert,  were  to  be  sold  in  640  acre  sections  to  any  individual— 
whether  or  not  he  resided  on  the  land— who  would  promise  to  provide  irriga- 
tion. The  price  was  to  be  25  cents  per  acre  down,  with  an  additional  $1  ner 
acre  to  be  paid  after  reclamatioa 

Needless  to  say,  much  of  the  land  in  question  was  far  from  worthless  The 
chunk  of  It  eyed  by  Haggin  and  Tevis  was  located  close  to  the  Kern  River, 
and  was  partially  settled.  A  San  Francisco  OTvroniole  story  of  1877  describes 
what  happened  next: 

"The  President's  signature  was  not  dry  on  .the  cunningly  devised  enactment 
before  Boss  Carr  [Haggin  and  Tevis'  agent  in  the  valley]  and  his  confederates 
were  advised  fropi  Washington  that  the  breach  was  open.  It  was  Saturday,  the 
dlst  of  March.  The  applications  wfere  in  readiness,  sworn,  and  subscribed  by 
proxies.  •  •  -  All  that  Saturday  night  and  the  following  Sunday,"  the  clerks  in 
tlie  Land  Office  were  busy  recording  and  filing  the  bundles  of  appUcatlons 
dumped  upon  thei©  by  Boss  Carr,  although  it  was  not  until  several  days  after 
that  the  office  was  formally  notified  of  the  approval  of  the  Desert  Land  Act " 

Thus,  by  hinng  scores  of  vagabonds  to  enter  phony  clahns'for  640  acres, 
and  then  by  transferring  those  claims  to  themselves,  Haggin  and  Tevis  were 
able  to  acquire  title'  to  approximately  150  square  miles  of  valley  land  before 
anybody  else  in  California  had  even  heard  of  the  Desert  Land  Act  In  the 
pr*ess,  they  dislodged  settlers  who  had  not  yet  perfected  their  titles  under 
old  laws  and  who  were  caught  mia wares  by.  the  new  one.  The  Chronicle  called' 
the  whole  maneuver  an  "atrocious  villainy"  and  demanded  return  of  the  stolen 
lands.  A  federal  irtvestigation  followed,  but  Haggin  and  Tevis,  as  usual 
emerged  triumphant. 

All  this  skullduggery  would  be  of  little  contemporary  interest  were  it  not 
for  the  fact  that  the  empires  accumulated  by  the  likes  of  MUler,  Haggin  and 
Tevis  are  still  with  us  in  only  slightly  different  form ;  they  have  become  the 
vast,  highly  mechanized  corporate  farms  that  monopolize  California's  best 
farmland  and  produce  most  of  the  fruit  and  vegetables  and  much  of  the  sugar 

1  Horace  Greeley,  who  voted  for  the  Swajnp  Lands  Act,  confessM  later  that  he  had 
been  completely  duped.  .  ,  .  The  consequence  was  a  reckless  and  fraudulent  transfer 
of  ,  ,  ,  mUlions  of  choice  public  lands,  whole  sections  of  which  had  not  enough  muck 
on  theli-  surf  ape  to  accommodate  a  single  fair-sized  frog," 
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*  (ind  cotton  that  America  consumes.  The  fate  of  Haggin  and  Tevis'  holdings  is 
particularly  interesting.  In  1890,  in  order  to  perpetuate  thieir  empire  beyond 
tiieir  deaths,  the  two  entrepreneurs  incorporated  under  tbe  name  of  Kern 
County  Land  Company.  Until  thle  1930s  most  of  the  company's  vast  acreage 
was  still  used  for  cattle  grazing.  In  1936  a  copious  deposit  of  oil  was  dis- 
covered beneath  the  company's  lands,  producing  a  colossal  windfall  for  the 
heirs  of  Haggin  and  Tevis,  Rather  than  pay  taxe^on  the  full  amount  of  its 
oil  earnings,  the  company  began  sinking  them  into  irrigation  pipes  and 
'  .  •  sprinklers,  thereby  upgrading  rongeland  worth  $25  an  acre  into  pi;ime  crop- 
land worth  $1000  an  acre,  and.  later  into  orchards  worth  up  to  $4000  an  acre. 
By  1965  a  share  of  Kern  County  Land  Company  stock  that  sold  for  $33  in 
*  1933  was  worth  (after  "Spiitfii  totaling  40  for  1)  $2680— and  had  paid  $1883  in 
dividends.  Finally,  in  1967,  Kern  County  Land  Company  was  bought  by 
Tenneco  (of  whom  more  i^  my^n^t"  article).  '  • 

Meanwhile,  the  Civil  War  ha4  led  to  the  abolition  of  slavery*  but  not  to  . 
the  end  of  the  plantation  system.  Thaddeus  Stevens,  leader  of  the  Badical 
Bepublicans,  proposed  dividing  the  large  Southern  estates  and  giving  to  freed 
Negroes  and  landless  whites  &rty  acres  and  some  cash.  ''Homesteads  to  them 
[Negroes],*' 'he  argued,  "are  far  more  valuable  than  the  immediate  rights  of 
suffrage,  though  both  are  their  due."  This  was  too  venturesome  a  proposal, 
however,  even  for  the  Radicals,  and  it  did  not  get  far  in  Congress.  As  a  result, 
Negroes  and  poor  whites  in  the  South  remained  landless,  and  a  century  later 
a  large  Southern  grower  would  tell  a  CBS  newsman  makihg  a  documentary  on 
farm  workers,  "We  no  longer  own  our  slaves,  we  rent  them." 

In  other  parts  of  the  country  Congress  continued  td  squander  the  national 
patrimony  with  abandon.  The  railroads  were  granted  134  million  acres,  plus 
another  49  million  by  the  states.  Often  the  railroads  Would  allow  settlers  to 
stay  and  improve  the  land,  then  evict  them  later  and  sell  the  upgraded  prop- 
erty at  a  considerable  profit.  Congress  did  nothing  to  remedy  such  abuses.  It 
was  busy  enacting— in  addition  to  the  Swamp  Lands'  Act  and  Desert  Lands 
Act — such  giveaways  as  the  General  Mining  Law  of  1872  and  the  Timber  and 
Stone  Act  of  1878.  Under  the  latter,  lumbermen  and  quarry  operators  acquired 
millions  of  acres  at  $2.50  an  acre,  largely  by  using  the  same  "dummy  entry- 
man"  tecnnique  that  Haggin  and  Tevis  had  so  advantageously  employed.  Under 
the  former,  landgrabbers  were  able  to  acquire  large  tracts  of  public  land  for 
purposes  that  had  nothing  to  do  with  mining  or  even  settleioent.. 

Congress  was  not  entirely  blind  to  what  was  happening,  and  it  did  strike 
some^  blows  for  agrarian  democracy,  but  these  were  to  a  considerable  extent  • 
diluted  or  subverted  by  subsequent  legislation  and  administrative  betrayals,  c 
Under  pressure  from  landless  frontiersmen.  Congress  passed  the  Preemption 
Act  of  1841,  allowing  families  to  settle  on  160  acres  of  unsurveyed  public  land, 
with  first  right  to  purchase  when  the  land  was  ultimately  placed  on  sale.  This 
was  as  far  as  Congress  was  willing  to  go  at  the  time,  since  the  South  feared 
homesteading  would  undermine  slavery.  In  1962,  however,  with  no  Southerners 
sitting,  Congress  adopted  the  Homestead  Act,  partially  as  a  reward  for  Union 
!?  soldiers.  The  law  stands  as  a  milestqne  in  the  history  of  American  land  policy. 

For  the  first  time,  full  title  to  public  land  was  to  be  granted  free  of  charge  to 
actual  settlers.  A  family  could  acquire  up  to  160  acres — one  quarter  of  a  square 
mile — if  it  occupied  and  improved  the  land  for  five  years.  It  was  a  fine  law 
in  theory,  but  by  the  time  it  was  enacted  a  substantial  portion  of  the  best 
•  land  in  America  was  already  accounted  for.  Congress  made  things  worse  as 
historian  Paul  Wallace  Gates  has  noted,  by  removing  additional  valuable 
acreage  from  homestead  settlement — usually  by  giving  it  to  the  railroads,  or, 
as  under  the  Morrill  Land  Grant  Act,  to  the  states,  who  in  turn  sold  it  to 
speculators.  Shoddy  administration  by  the  Land  Office  did  not  help  matters 
either.  Cattlemen  and  speculators,  both  large  and  small,,  made  widespread  use 
of  the  "dummy  eutryman"  "trick  and  other  nlses  to  acquire  holdings  far  in 
excess  of  160  acres,  and  the  Land  Office  lacked  either  the  will  or  the  ability 
to  stop  them. 

By  the  turn  of  the  century  almost  all  the  available  land  in  America  had 
been  staked  out  by  one  interest  or  another,  and  many  Populists  and  reformers 
were  displeased  with  the.  result.  The  Great  Plains  states  were,  by  and  large, 
democratically  settled,  but  the  same  could  not  be  said  for  the  South  and  West. 
Henry  George»  described  California  as  "a  country  not  •f  farms  but  ...  of 
plantations  and  estates/*  and  thought  a  single  tax  on  land  was  the  remedy. 
•  The  social  effects  of  maldistributed  land  were  most  readily  seen  in  the  im- 
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poverlshment  of  tenant  fanners  and  sharecroppers  In  the  South,  and  the  ex- 
ploitation of  Chinese  and  Japanese  laborers  In  the  West. 
fhr^^^=f  o^^"!^^™"^^'  l>owever,  an  opportunity  to  correct  the  mistakes  of 
the  past  and  to  open  up  new  lands  for  homesteading  presented  It^  Tlwnks 

'     for""^!i5L'^''"  r^'?'2'«\^5^  of  the  West,  once  u^fal^oS 

for  grarfng,  could  be  Irrigated  and  turned  Into  cropland.  Much  of  the  land 
beyond  the  Rockies  could  thereby  be  transformed  tato  rklnd  Of  New  MIdwMt 
characterized  by  family  owned  and  operated  farma  The  tastrumrat  of  this 
riToflK^^s^  rr*^'^  '^"^^  reclamatIon^p^;oSTr5<Sar. 

•£pS.o^;ofbr^^^ 

it  Is  to  make  homea« ...  It  Is  not  to  irrigate  the  land  which  now  belonei  to 
large  cowions,  or  even  to  smaU  ones;  ft  Is  not  to  ma^Tthee^  meTwiy" 
but  It  is  to  bring  about  a  condition  whereby  that  land  shaU  be  put  Into  the 
hands  of  the  small  owner,  whereby  the  man  with  a  family  can  get  enough  good  ■ 
land  to  support- that  family,  to  become  a  good  citizen,  and  to  h™ve  all  the 
comforts  .and  necessities  which  rightfully  belong  to  kn  Ameriain  citizen " 
Theodore  Roosevelt  was  more  succinct:  "Every  [reclamtio^ doS^r  is  St 
to  build  up  the  small  man  of  the  West  and  prevent  the  big  man.  East  or  wIrt 
coming  in  and  monopoUzing  the  water  and  land  " 

Federal  reclamation  would  br^ng  about  this  democratic  renaissance  by  using 
both  a  carrot  and  a  stick  The'^carrot  would  be  subsidizedVater  •  the  slSk 
Ih^i.  ^1,*^°  provisions  of  the  1902  Act-KcO^acre'toitatiS 

residency  requirement.  The  first  provided  that  no  person 
^^^^''^  than  a  homestead  farm  ^160 

IZn  'n^^  second  provided  that  water  would  be  delivered  only  to  Cn  aCtuaJ 
hnn^?^^  '^^i^^P  "'.^"''^  occupant  thereof  residing  to  the  neighbor- 

hood.   By  attaching  these  tv^In  limitations  to  Its  deUvery  of  subsidlz^  water 
federal  reclamation  would.  In  the  words  of  one  of  Its  sponsors,  '^ot  only 

?h":u'Sou't%hTa°x?d°''reSon"^^^^  "  '  '  '''^^^  --<'P<'«- 

It  sounded  confiscatory— indeed,  almost  revdlutionary— but  the  large  West- 
th^i^o^nZ^'%^°"\^  ^""l^K  ^^^Pl*^*"'  They  had,  in  the  first  place,  acquired 
their  empires  at  prices  that  were  scandalously  low  and  through  stratagems 
nn^L'Icf  unethical  and  at  worst  illegal  Moreover,  it  was  not  as  if 

rSe  thPm  fnl^'nJZ  ^^t  f"^^  ^^iUing  bankruptcy,  The  law  did  no? 
f^«/n  nf  ft.  ^^^I^^  provided  that,  if  they  chose 

to  sip  at  the  public  trough,  they  would,  in  due  course',  have  to  sell  their  lands 
in  excess  of  160  acres.  Subsequent  regulations  established  that Xy  could  ^ 
f        «nn^.^''^.rS^''n'''       y^*^?^^  ^^'^^^  P*^^^^         their  excess^hoXgs- 
greediest  allowed  for  enough  fanning  profit  to  satisfy  all  but  the  , 

Nevertheless,  the  intended  transformation  of  the  West  did  not  occur  Great 

S  ZrP  fn"rll^'/'""ll^       ^^^^^^  ^  ^^^^  wondrou^^^^^^^^^  Sfer' 

yoirs  were  formed,  and  aqueducts  constructed.  By  1970  the  Bureau  of  R^lama- 
tion  spent  almost  $10  billion  and  irrigated  nearly  ^ven  milUon  acres/yet  land 
Z^pri^J'  ^"""^^J  entrenchedjki  the  West  than  ever;  federal- water  has 

fiowed  and  continues  to  ftwMn  gfeat  quantity  to  the  huge  absenteeJiwned 
corivorat€f  estates  that  should,  unSer  the  law.  have  been  broken  up  and  sold  td 
sma  1  resident  farmers.  In  the  words  of  ftSrmer  Senator  Wayne  Morse,  theS 
^oi^^?an  violations  of  the  1902  Act  constitute  "a  water  steal  ^ 

reminiscent  of  the  scandals"  of  Teapot  Dome  and^the  ^^great  land  frauds,'^ 

Nearly  a  century  ago  the  San  Francisco  Chrorme  warned:  ^*The  land 
J^,^T.o^ia  ^.Ti^iw^'^^^.'^^l  is  sufficient  to  afllord  homes  and  independence  to 
hundreds  of  intelligent  industrious  and  honest  settlers.  It  is  this  class  that 
makes,  as  it  is  the  other  [land  monopolists]  that  ruins  a  country.  The  con- 
firmation of  title  to  the  iffcnopolists  means  the  transfer  of  ownership  of  the 
soil  to  a  .  nonresident  aristocracy,  and  its  continued  ^cultivation  by  a  race  of 
aliens  and  cooUeg,  :^^t  it  be  awarded  to  the  settlers,  and  schools,  roads, 
churches  and  general  prosperity  will  ensue,"  • 

similar  warnings  went  unheeded:  the  South  and  West  developed- 
as  the  Chronicle  feared.  Ownership  of  particular  estates  shifted  hands  over  the 
course  of  several  depressions,  panics  and  booms,  and  in  recent  years  the  trend  Jf 
has  beeatdward  ownership  by  large  corporations-soften  611*  companies  or  jcon- 
glomeraMT  But  though  the  names  have  changed,  the  pattern  of  large  land- 
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holdtagB  has  lield  steady  throughout.  A  nonresident  landed  aristocracy—today 
composed  of  audi  diverse  persons  as  Sen.  Eastland  and  the  directors  of  Ten- 
neco— enjoy  Yast  power-  ,         ^  # 

Along  with  absentee  ownership,  racial  exploitation  became  a  way  ot  lite  in 
the  West,  as  it  previously  had  in  the  South  but  as  it  never  did  In  the  Midwest. 
Chinese  and  Japanese  field  hands  were  succeeded  by  Hindus,  Filipinos  and  * 
Mexicans.  The  treatment  of  Japanese  farmworkers  iS  particularly  instructive^^ 
For  many  years  they  were  enthusiastically  praised, by  California  growers ; 
performed  the  most  menial  tasks  with  great  skill  and  without  asking  favO*. 
(sufch  as  transportaiton  and  boarding)  of  their  employers.  Soon,  however,  tne 
Japanese  began  leasing  land  for  themselves^usually  "useless"  marsh  or  desert 
which  they  would  reclaim  and  plant  with  rice  or  other  crops.  Through  thrift 
and  hard  work,  they  even  began  achieving  their  ambition  to  own  land.  This 
was  too  much  for  the  land  monopolists.  Who  succeeded  in  passing  the  Alien 
Land  Act  of  1913,  designed  to  force  the  Japanese  t)  sell  their  improved  landT 

Other' effects  of  concentrated  land  ownership  were  as  the  ORronfcre  foresaw. 
Schools  shops  and  civic  institutions  never  blossomed  in  those  parts  of  the 
South  and  West  dominated  by  giant  landholdings.  Enormous  disparity  of 
wealth  and  power  is  rarely  conducive  to  widespread  involvement  in  puDlic 
affairs,  and  is  even  less  so  when  large  portions  of  the  population  are  migrants, 
or  are  barred  by  one  means  or  another  from  voting.  Why,  after  all,  should  an 
absentee  landlord  spend  his  taxes  on  good  public  schools,  when  his  own  chil- 
dren go  to  private  school  and  an  educated  work  force  is  the  last  thing  he  ' 

^  What  was  not  foreseen,  was  the  inipact  that  land  monopoly  would  eventually 
have  on  American  cities.  If  the  Southern  plantations  and  Mexican  land  grants  ^ 
had  been  broien  up,  if  Western  land  had  been  distributed  in  llmited-size  par- 
cels to  actual  settlers  as  generously  as  it  was  handed  out  in  prodigious  chunks 
to  spe^iulators,  if  the  reclamation  law  had  been  vigorously  enforced,  it  is 
doubtful  that  the  cities  would  be  as  overcrowded  and  as  beset  as  they  are 
today  Blacks  and  landless  whites  would,  in  smaller  numbers,  have  migrated 
to  the  cities,  but  they  would^not  have  been  so  ill-p;epared  had  they  jjescended 
from  landowning  farmers.  They  would  have  had, dignity,  schooling,  some  ex- 
perience in  public  affairs,  and  perhaps  saving  enough  to  establish  a  foothold.  ^ 
.  The  question  now  is  whether  we  are  going  to  compound  the  errors  and  in- 
justices ^  the  past  or  remedy  them. 

[Prom  the  New  Republic  magazlBe,  June  12,  10713 
Land  Refobm— II :  The  Vanishing  Smalt,  Fabmeb 
^        Ni       (By  Peter  Barnes) 

Yghish  Bulbulian's  face  is  weathered,  his  Pace  somewhat  slowk.  But '^^^^ 
he  looks  back  at  what  he  has  left  for  his  son  Berge  and  his  grandchildren, 
Yghish  Bulbulian  is  a  proud  man.  «  ,u         ^  ^  i^^^^i^^^ 

Born  in  Armenia  at  the  end  of  the  last  century,  BulbuUan  fled  his  homeland 
durlnc  World  War  I  when  more  than,  a  million  Armenians  were  slaughtered 
by  the  Turks.  He  arrived,  penniless,  in  Calif omia  o and  settled  near  Uresno, 
where  a  large  colony  of  Armenians  had  gathered.  For  several  years  he  worked 
as  a  field  hand  in  the  San  Joaquin  and  Imperial  valleys,  managing  to  save  a 
few  pennies  each  payday.  By  1929  he  was  able  to  scrape 
down  payment  on  20  acres,  part  of  a  homestead  ,  that  was  up  sale. 
wife  and  son  worked  ten  homts^  day,  seven  days  a  week  in  the  fields,  and 
when  they  weren't  working-^Eeir  own  land  they  were  hiring  themselves  out 

to  others  ^ 

In  1943  Bulbulian  added  30  acres  to  his  farm,  and  every  decade  or  so 
thereafter  he  added  more.  Today,  he  and  his  son  grow  grapes  and  currants  on 
150  S  ;- though  he's  18,  he  still  helps  plant,  irrigate  and  box,  his  crop.  His 
income  has  not  been  high,  but  there  Vere  enough  good  years  to  permit  some 
amenities  Father  and  ^n  now  live  in  comfortable,  well-furnished  houses,  and 

'    'Irs  no%So-r?ches  story,  and  Bulbulian  is  no  Horatio  A^/^-  ^^^^ 

^    he  is  an  example  of  the  many  immigrant  farm  hands  who,  through  frugality 
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and  hard  work,  rose  to  become  farm  owners.  Unfortunately,  he  repreaenta  a 
dying,  breed,  * 

In  the  19208,  when  BulbuUan  got  to  California,  it  was  natural  for  field 
laborers  to  aspire  to  become  small  .farmers.  Today  it  is  almost  unthinkable 
For  the  same  20  acres  that  BulbuUan  bought  40  years  ago  for  $600  down,  an 
asplriftg  farmer  now  would  need  ?12,000  down.  Moreover,  it  would  be  pointless 
for  him  to  buy  only  20  acres;  he'd  need  at  least  four  times  that  to  have  a 
fighting  chance.  And  while  BulbuUan  could  make  do,  when  starting^  with  two 
mules  and  a  plow,  his  contemporary  counterpart  would  require  thousand*  of 
dollars  worth  of  tractors,  chemicals  and  other  equipment.  Little  wonder  that 
few  persons  without  an  inheritance  or  outside  income  Are  entering  farming, 
or  that  the  number  of  farmers  of  Bulbulian's  size  is  rapidly  shrinking. 

IJS  Department  of  Agriculture  statistics  teU  the  story:  in  1950  there  were 
54  million  farms  in  America.?  today  the  figure  is  around  2.^  million.  As  the 
^  number  of  farms  declines,  the  average  size  of  remaining  farms  Increases :  it's 
-niow  over  880  acres,  compared  to  215  acres  20  years  ago.  And  as  agriculture 
steadily  becomes  more  mechanized,  it  comes  to  be  dominated  by  those  who 
have  capital — the  most  successful  family  farmers,  and  the  giant  corporations. 
Thus,  in  1969,  the  largest  40,000  farms,  representing  less  than  two  percent  of 
the  total  number,  accounted  for  more  than  one-third  of  America's  farm  sales. 

These  are  the  broad  statistics.  Behind  them  are  the*  economic  forces,  abetted  ' 
by  government  poUcles,*  which  say  to  the  smaU  farmer:  either  get  bigger  or 
get  5ut  The  pattern  is  typically  like  this:  a  farm  of  80  or  160  acres  has 
belonged  to  a  family  for  generations  It  is  squeezed  by  rising  locaj  taxes,  the 
high, cost  of  farm  equipment,  and  corporate  competition.  The  old  man  dies  or 
retiws.  What  will  the  children  do?  To  survive  as  farmers  they  must  expand 
and  mechanize.  The  other  option  is  to  seU;  perhaps  to  a  suburban  developer; 
perhaps  to  another  farmer  who  is  expanding.  The  laJtter  course  is  easier,  and 
^   Increasingly  it  Is  the  one  that  is  chosen. 

The  trend  towards  corporate  farming  greatly  intensifies  the  pressures  on  the 
Independent  small  farmer.  This  trend  is  strongest  in  the  South  and  West,  ^ 
particularly  In  Florida,  CaUfornia,  Texas,  Arizona  and  Hawaii,  where  large 
land  units  have  long  been  the  rule.  Big  canners  like  Minute  Maid,  a  subsidiary 
of  Coca-Cola,  and  Llbby-McNeUl  &  Llbby,  own  an  estimated' 20  percent  of 
Florida's  citrus  groves,  compared  with  less  than  one  percent  in  1960.  Corporate 
farms  in  California  account  for  90  iwrcent  of  the  melon  crop,  40  percent  of 
the  cattle  sold,  38  percent  of  the  cotton  produced  and  30  percent  of  the  citrus 
fruits.  Two  conglomerates,  Purex  and  United  Brands,  now  control  one-third 
of  th^  green  leafy  vegetable  production  in  the  United  States,  and  the  Ust  of 
other  blue  chips  lately  plunging  into  agriculture,  according  to  the  Agribusiness 
Accountability  Project,  includes  Tenne«o,  Gulf  &  Western,  Penn  Central,  W. 
K.  Grace,  Del  Monte,  Getty  Oil,  Goodyear,  Monsanto,  Union  Carbide,  Kaiser 
Aluminum,  Aetna  Life,  Bbeing,  Dow  Chemical  and  American  Cyanamid. 

Why  are  major  corporations  suddenly  fascinated  with  farming,  a  business 
where  profit  margins  are  generally  small?  The  motives  are  chiefly  three:  land 
speculation,  /tax  dodging,  and  the  development  of  integrated  "total  food 
systems." 

Suppose  for  elample  that  a  company  invests  $1  milUon'  a  year  of  nonagri- 
cultural  earning  In  improving  a  Jarge  tract  ofi  farmland-— by  planting  pear 
trees,  say,  or  laying  irrigation  pipes.  It  pays  no  taxes  on  the  $1  million,  and 
can  deduct  from  its  remaining  taxes  the  cost  of  caring  for  the  trees  until  they  *  ^ 
bear  fruit,  and  the  depreciable  value  of  the  irrigation  pipes.  Then  suppose, 
as  is  usually  the  case,  that  each  dgllar  thus  invested  creates  a  corresponding 
increase  In  the  market  value  of  the  land.  Suppose  further  that  the  company 
sells  the  land  to  another  corporation  at  the  end  of  ten  years.  Its  profit  on  the 
land  sale  Is  then  approximately  equal  to  the  earnings  It  has  invested  over  the 
decade— In  this  case,  ?10  miUion.  However,  these  earnings  are  now  In  the 
form  of  capital  gains,  and  are  tasted  at  25  percent  rather  than  48  percent. 
Thus,  the  company  has  made  a  multlmlUIon  dollar  profit  at  the  taxpayers' 
expense.  Any  incojne  the  farm  may  have  produced  during  this  period  Is  frosting 
on  the  ^ake.  \  * 

Many  corporations  have  their  eyes  on  farming  for  another  reason:  they  see 
vast  profits  accruing  to  verticaUy  integrated  conglomerates  that  control  every 
stage  of  the  food  production  and  distribution  process  from  raw  nitrogen  to 
precooked  souflle  on  the  dinner  table.  They  are  ifware  of  the  fact-^Indeed, 
they  are  largely  responsible  for  it— that  profits  In  the  food  industry  go  In- 
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creasingly  ta  companies  In  the  food  hutineu  rather  than  to  farmers:  In  1009 
only  33  centB  out  of  every  dollar  sx>ent  on  food  went  to  farmers,  down  from 
40  cents  two  deqa^f s  ago. 

No  single  company  better  exemplifies  the  corporate  plunge  into  farming 
than  Tcnneco,  formerly  Tennessee  Qas  and  Transmission.  In  addition  to  its 
oil,  natural  gas  and  ship-building  interests,  Tenneco  controls  over  a  million 
acres  in  California  and  Arizona,  mostly  as  a  result  of  Its  purchase  In  1067 
of  Kem  County  Land  Company.  It  also  produces  agricultural  chemicals  and 
owns  J.  I.  Case,  a  manufacturer  of  farm  machinery,  Heggblade-Marguleas,  a 
leading  California  larm  management  firm,  and  the  Packaging  Corporation  of 
America. 

Tenneco  makes  money  out  of  its  landholdings  from  all  directions.  First,  of 
course,  are  the  tax-priyileged  reyenues  fjcom  oil  and  gas  that  lie  beneath  the 
^rface.  Then  there  is  land  development,  the  ultimate  stage  in  the  speculative 
game.  Tenneco  has  half  a  dozen  major  developments  planned  or  underway  in 
California^  One  is  the  Pine  Mountain  Club,  a  3200-acre  recreational  commu- 
nity in  liOS  Padres  National  Forest^  about  an  hour's  drive  from  Los  Angeles. 
Another  0000-acre  development  on  the  outskirts,  of  Bakersfield  will  Include  an 
industrial  park,  a  shopping  centert  a  golf  course  and  a  retirement  community. 
One  of  the  company's  cleverest  gambits  was  to  donate  370  acres  near  Bakers- 
field  for  a  new  state  college.  (Lands  for  UCLA  and  the  University  of  California 
at  Irvine  were  similarly  donated  by  large  landholders.)  According  to  Simon 
Askin,  executive  vice-president  of  Tenneco,  the  college  "enhances  the  value  of 
an  additional  6500  acres  of  company  land." 

It  is  Tenneco's  multl-fiiceted  agribusiness  operations,  howerer>  that  cast  the 
longest  shadow  over  the  small  farmer's  future.  Tenneco's  aim,  says  Askln,  **is 
to  accomplish  integration  from  the  seedling  to  the  supermarket."  The  company 
is  already  far  advanced  along  that'  road.  It  grows,'  on  magni^cently  irrigated 
former  Kem  County  Land  Company  farmlanxis,  an  enormous  diversity  of  crops, 
including  com,  potatoes,  barley,  sugar  beets, 'cotton,  almonds,  grapes,  oranges, 
lemons,  peaches,  pears  and  plums.  For  capital  inputs  it  has  its  own  agricul- 
tural chemicals  and  farm  machinery.  For  processing  and  packaging  It  has  a 
huge  new  plant  near  Bakersfield,  more  than  six  times  as  large  as  a  football 
field.  It  is  currently  testing  a  brand  name  identlficatiom. program  which,  it 
hopes,  will  make  the  Tenneco  Sun  Giant  label  a  household  word  In  fpods. 

Against  this  kind  of  competition,  what  chance  doidB  the  small  farmer  have? 
He  survives  or  falls  on  Ills  crop  income  alone.  He  doesliot  have  the  benefit  of 
outside  earnings,  or  the  luxury  of  converting  current  income  into  future  capital 
gains.  He  might  wish  to  expand  or  to  buy  more  eqiilpmcnt,  but  to  do  so  he 
must  use  his  own  money,  not. the  Treasury's.  When  local  property  taxes  rise 
because  of  Encroaching  suburbia,  the  large  corporation  can  absorb  the  increase 
as  a  hedge  against  future  speculative  profits.  For  the  small  fanner  higher 
taxes  simply  mean  a  decrease  in  the  income  on  which  he- must  live.  Nor  can 
he  recoup  farming  losses  with  profits  from  machinery,  chemicals,  processing, 
packaging  or  marketing.  If  he  is  not  paid  enough  cash  for  his  crop,  he  is 
wiped  out,  regardless  of  how  profitable  the  other  stages  of  food  production 
might  be. 

Corporations  have  other  advantages  over  small  farmers,  including  access 
to  credit.  According  to  a  Department  of  Agriculture  study  In  1966,  corporo<|i 
farmers  arc  able  to  borrow  nearly  twice  the  proportion  of  their  assets  that 
family  farmers  are.  Corporations  also  enjoy  the  govemment-sanctloned  privi- 
lege of  exploiting  their  employees  to  a  degree  unparalleled  In  any  other  in- 
dustry. The  federal  minimum  wage  for  farmworkers  is  $1.30  an  hour— =^0 
cents  below  the  minimum  paid  to.  all  other  workers.  And  while  it  is  a  felony 
for  ordinary  individuals  to  harbor  Illegal  aliens,  it  Is  not  a  crime  for  growers 
to  employ  them.  Such  laws  as  these  not  only  abuse  farmworkers;  they  also 
hurt  the  self-employed  fanner  who,  in  order  to  compete  with  the  giant  growers, 
winds  up  having  to  exploit  himself.  ^ 

Farming  corporations  receive  further  government  aid  In  the  fo^m  of  sub- 
sidies. Afnong  these  are  payments  for  reduced  crop  production.  Swxce  farmers 
with  large  landholdings  are  able  to  "not-grow"  hiore  crops  than  are  farmers 
with  small  holdings,  their  subsidies  are  more  generous.  Charles  Schultze, 
former  director  of  the  Budget  Bureau,  estimates  the  total  cost  of  farm  sub- 
sidies at  $0  to  $10  billion  annually,  the  lion's  share  of  which  goes  not  to  poor 
farmers,  who  need  It,  but  to  the  corporate  giants.  Last  year,  the  J.  G.  B08W£ll 
Co.  of  Calif,  received  federal  subsidies  totalling  $4.4  million;  Tenneco  got 
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ft?fi°^  "?  Company  coUected  W.1  mimon;  the 

Sf/^  rvS^^if^i"^  m^'^P^JS^'  MlMlBSIppI  bagged  $814,000.  A.  newly  en- 
acted  $5o,000  celUng  will  redCceiiome  of  the  largest  handout  thUk  year,  but  the 
limltaUon  has  too  many  loopholes  (for  example,  the  <:elllng  is  computed  on  a 
nominal  owner  or  lessor  basis)  to  be  effective.  • 
Subsidies  also  come  in  the  form  Qf  water,  delivered  to  many  fanners*  door- 
steps  by  federally.funded  reclamation  projects.  The  price  paid  by  water  users 
n^ilTiw^,^^^  the -actual  cost  of  deliverliig  the  water.  Most  of  the  cost  of 
building  dams  and  aqueducts  is  charged  to  the  general  Treasury  and  to 
hydroelectric  power  consumers.  j  «wi  i 

In  theory,  federally  subsidized  water  is  legaUy  barred  from  delivery,  to 
farms  of  more  than  160  acres,  and  to  all  absentee^wned  farms.  In  practice- 
the  law  is  widely  violated,  to  the  detriment  of  the  family  farmers  it  was 
Intended  to  help,  TJhus,  small  farmers  In  California  are  now  being  hurt  by 
the  delivery  of  new  water  to  lan^s  owned  by  Tenneco,  Getty  Oil,  the  TeJon 
Ranch,  Standard  Oil  of  California  and  the  Southern  pkcific  RailroaX  among 
others.  Production  of  fruits  and  vegetables  from  these  heretofore  arid  lands 
will  soon  flood  the  market,  thereby  driving  down  prices.  Much  of  the  same 
fate  awaits  smaU  farmers  in  the  Paciflc  Northwest,  where  vast  lands,  con- 
trolled by  Boeing,  the  Burlington  Northern,  Utah  and  Idaho  Sugar?  and 
cSurabia  m ve7  ^^^"^       receive  federally-dammed  water  from  the 

Welfare  is  another  indirect  subsidy  to  large  growers,  though  they're  not 
Inclined  to  admit  it  It  allows  them  to  use  laborers  for  a  few  months,  then 
cast  them  aside,  secure  in  the  knowledge  that  they'll  survive  until  the  follow- 
ing years  work  season,  without  having  to  be  paid  a  living  wage.  On  top  of 
this  are  the  millions  spent  by  federal  and  state  governments  on  agricultural 
research-^-a  subsidy  that  no  other  industry  enjoys.  While  some  of  this  research 
helps  the  small  farmer,  the  bulk  of  it  is  aimed  at  breeding  crops  and  design- 
ing machlnji^for  large-sciile  farming. 

What  wifcbe  the  future  of  American  Agriculture?  If  present 'policies  con- 
tinue, the  atiswer  seems  fairly  obvious:  the  poor  will  be  squeezed,  the  rich 
will  be  subsidised,  and  in  the  end  only  the  biggest  and  best  integrated  opera- 
tions will  survive.  The  prospect  pleases  corporate  moguls  like  Bank  of  America 
^  ex-president  Rudolph  A.  Peterson,  who  has  called  for  a  program  "to  enable 
the  small  uneconomic  farmer—the  one  who  is  unable  or  unwilling  to  bring  his 
farm  to  the  commercial  level  by  expansion  or  merger— to  take  hlB  land  out  of 
production  with  dignity."  It  terrifies  small  farmers,  many  of  whom  are  no 
less  different  than  their  giant  competitors,  but  simply  less  favored  by  govern-, 
mcnt  policies.  ^  _         *  ° 

One  version  of  what  American  agriculture  may  look  like  can  bo  found  in  the 
!>  ebruary  1070  issue  of  National  Geographic.  Here  are  stunning  photographs 
of  an  eg?  factory  near  Los  Angeles  where  two  million  caged  Leghorns  gobble 
400  tons  of  feed  and  lay  one  million  eggs  each  day ;  a  cattle  metropolis  in 
(  olorado  where  100,000  steers  are  fattened  on  formulas  prescribed  by  com- 
puter; a  $23,000  tomato  hatvesting  machine,  developed  by  the  University  of 
<  alifomia,  that  ^naps  up  specially  bred  tomatoes  for  farmworkers  to  sort 
while  taped  music  purrs  in  the  background* 

These  photographs  of  contemporary  marvels  are  accompanied  by  an  artist's 
depiction  of  an  early  21st  century  farm  (if  that  is  the  proper  word)  as  fore- 
seen by  USDA  specialists/ AH  operations  are  monitored  by  one  man  from  a 
bubble-top  control  tower.  An  enormous  remote-control  tiller  rolls  across  a  ten- 
Hiile-long  wheat  fleld  on  tracks  that  keep  "in  from  compacting  the  soil.  An- 
other gigantic  machine  automatically  waters  a  ten-mile  fleld  of  soybeans,  while 
a  Jet-powered  helicopter  sprays  insecticides.  Alongside  a  monorail  track  stand 
a  pair  of  skyscrapers  for  cattle.  Behind  them  are  several  illuminated  plastic 
domes  containing  controlled  environments  for  growing  strawberries,  tomatoes 
and  celery,  'il  USDA  expert  outlines  some  other  possibilities :  hills  wlU  be 
leveled  with  nuclear  energy  In  order  to  flatten  extra-long  flelds;  sensors 
burled  in  the  soil  will  find  out  when  crops  need  water,  and  automated  Irriga- 
tion systems  will  bring' it  to  them;  airplanes,  computers  and.  closed-circuit 
TV  win  bo  as  common-place  as  tractors  today. 

A  somewhat  different  vision  of  the  future— not  endorsed  by  the  USDA— 
can  be  found  In  gently  sloping  field  near  Watsonville,  California.  It  focuses 
on  human  halngtf  rather  than  technology,  on  giving  present-day  Yghish  Bul- 
bullans  a  chance  to  advance  themselves  rather  than  bo  cast  into  gheltofl 
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and  Mrrios.  Here  on  the  edge  of  the  Pajaro  valley  Is  a  bustling  new  enter- 
prise called  Cooperative  CompenBina,  a  farming  cooperative  formed  slightly 
over  a  year  ago  by  four  Mexican-American  families,  now  expanded  to  twenty- 
flve  and  still  growing.  ^  ,  ^ 

The  economics  of  the  cooperative  arc  relatively  simple.  There  are  140  acres 
under  lease,  with  80  planted  In  .strawberries  and  60  In  zucchini  squash. 
(Eventually  all  will  be  planted  In  strawberries.)  To  avoid  hassles  the  land 
Is  divided  among  the  members  by  lottery,  with  each  family  responsible  for  its 
own  parcet  Strawberries  were  chosen  as  the  principal  crop  because  they  pro- 
vide a  high  return  and  are  labor-lntensUxN  there  Is  no  machine  In  sight  tliat 
can  pick  them;  Each  acre  of  strawberries  produces  about  3000  tray^  per  year, 
and  each  tray  sells  for  about  ^.  Thus,  one  aero  earns  about  $9000  a  year. 
Expenses,  not  counting  labor,  come  to  about  half  that,  so  each  family  will 
earn  about  $12,000  the  first  year  if  all  goes  well,  plus  whatever  additional 
income  comes  from  the  squash.  The  second  year,  when  expenses  are  lower, 
theyUl  earn  more.  With  four  or  five  family  members  working  steadily  In  tlie 
field,  the  eamihgs  don't  amount  to  much  on  an  hourly  basis— iwrhaps  $1.20 
per  hour.  But  total  family  income  will  bo  two  or  three  times  what  it  was 
when  they  were  hired  laborers  or  sharecroppers.  In  addition  they  11  havo 
equity  In  the  co-op.  and  the  satisfaction  o£  being  their  own  boss. 

It  wasn't  easy  to  get  the  co-op  started— the  Initial  members  had  to  scrape 
up '$500  apiece,  then  look  around  for  credit.  The  Farmers  Homo  Administra- 
tion, a  federal  lending  agency,  turned  them  dOwn.  Um\  banks,  under  pressure 
from  a  large  local  grower,  were  hesitant,  but  finally  Wells  Fargo  came  through 
with  n  $150,000  crop  loan,  to  be  repaid  after  tho  first  strawberry  harvest  in 
1972.  An  OEO-funded  consulting  firm,  the  Central  Coast  Counties  Develop- 
ment Corporation,  lent  another  $100,000,  which  will  bo  repaid  In  three  years. 
With  $250,000  In  hand,  the  co-op  was  able  to  purchase  tractors,  root  stock 
and  chemicals.  Now  it  Is  in  as  good  a  position  as  tho  established  growers,  if 
not  a  better  one;  it's  the  only  commercial  strawberry  producer  in  ( allfornla 
that  doesn't  havo  to  worry  about  labor  troubles.  By  next  year  it  will  bo 
marketing  strawberries  under  its  own  Cooperativa  (^mpcsina  label,  and  Its 
members  see  no  reason  why  within  five  or  six  years  they  can't  become  a  domi- 
nant factor  wlAiln  the  $60  million  strawberry  industry,  i 

If  the  co-op  prospers,  its  members  don't  plan  to  hoard  tno  wealth.  Tliey 
Intend  to  open  up  membership  to  as  many  poor  families  as  the  enterprise  will 
support.  "We  have  a  saying  in  Spanish,"  says  Kefuglo  Wnedo,  one  of  tho 
fotmders  and  now  secretary  of  the  co-op.  "Aqua  Que  no  iv  toinaa,  dejala  mrrcr. 
Water  that  you  cannot  drink  yourself,  let  it  run  for  others." 


[Prom  the  New  RrpubUo  mngazlnc,  June  10,  1071] 
Land  Befobm  in  America— III:  Tiie  Case  roB  REOisTRimmoN 
(By  Petor  Barnes) 

It's  hard  for  people  In  cities  to  appreciate  the  need  for  land  reford  In  the 
United  States.  Most  of  us  have  been  so  cut  off  from  the  land  that,  through 
Ignorance,  we  accept  present  landholdlng  patterns  as  desirable  or  inevitable. 
They  are  neither.  ^  4.,  o 

What  are  the  advantages  of  giving  land  to  the  few  Instead  of  the  many 
Billclency  Is  supposed  to  be  the  main  one;  big  farms,  we're  told  by  agribusi- 
ness spokesmen,  can  produce  more  food  at  less  cost  and  thus  fiave  the  con- 
sumer money.  That  same  thinking  underlies  Soviet  collectives.  Whats  over- 
looked Is  that  In  societies  where  tractors  are  relatively  Inexpensive  to  own  or 
rent,  economies  of  scale  contribute  to  agricultural  abundance  only  marglnallv. 
Beyond  a  certain  point,  there's  nothing  gained  by  having  one  vast  farm  in 
place  of  several  smaller  ones.  In  fact,  small  farms  are  often  more  i)roductlvo 
per  acre  because  tlielr  owners  work  harder  and  take  better  care  of  the  Koll. 

I^rge  farms  in  America  are  efficient  at  some  things— they  oxcell  at  tapping 
the  federal  Treasury  and  exploiting  Wred  labor.  Take  away  these  prlvUege.M 
and  the  small  farmer  looks  extremely  good.  As  for  saving  the  e(mswmer  money, 
the  chief  reatJon  food  prices  have  remained  relatively  low  is  not  large  scale 
cfBclency— it  Is  Intense  competition.  Allow  a  handful  of  agribusiness  giants  to 
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gain  control  of  the  market  and^  prices  will  assuredly  rise  a  lot  more  than  they 


There  Is,  furthermore,  the  auest4a%)f  how  mueli  effleieney,  and  what  kind, 
tfrnhrnm'^f«  nnt^^^  agrieulturo  I^lf  anything,  too  efficient;  its  chronic 
nnnntA^I  "l^  nmlerprodueUon  but  surpluses:  it  Is  the  only  industry  where 
ffiinl^iP"^*^,"^^  to  produce.  The  argument  that  ever-incrcasin^  agricultural 
i^^^r.?  m  national  goal  is,  therefore,  unsound  Moreover,  what 

nrnfif  LiSfiT^  wc  talking  about?  When  a  large  grower  increases  his 
profit  margin  by  replacing  farmworkers  with  a  fancy  new  machine,  he's  not 
doing  anybody  but  himself  a  favor.  The  farmworkers,  now  unemployed,  drift 
to  already  overcrowded  cities,  where  no  jobs  await  them  either.  Welfare  rolls 

"cLS*  MM  '""^''^  «^ 

o.n^.«n%"^l""^"^^^.^?  landholdlngs  (except  to  those  who  own  them) 
are  scant,  the  iiarmful  effects  are  legion.  Several  have  already  been  noted: 
the  impoverishment  of  milUona  of  rural  families,  and  the  migration  to  cities 
of  millions  more,  with  little' education  or  hope  of  improvement.  We  expect 
poor  Americans  to  lift  themselves  up^  the  economic  ladder,  yet  by  cutting  them 
off  from  productive  land  ownership  we  knock  out  the  bottom  rungs, 
nf  ri'niTio?.n^.^?  community  life  in  rural  America  has  also  suffered  because 
of  maldistributed  land.  Main  Street  businesses  are  not  appreciably  aided  by 
large  absentee  landowners  who  purchase  their  supplies  in  distant  cities,  or 
»  by  underpaid  migrants  who  buy  nothing,  or  by  sharecroppers  forced  to  shop 
fLl^i^  company  store.  A  study  in  the  1040s  by  Walter  Goldsehmldt,  a  Call, 
fornia  Kociologist,  found  that  communities  in  small-farm  areas  have  a  more 
sizable  middle  class,  more  stallle  income  patterns,  better  schools  and  more 
active  c  V  c  groups  than  do  coraAiunitles  wliejre  large  landholdlngs  predominate. 
A  recent  incident  in  Mendota,  Califomia-^a  town  surrounded  by  large  farms^ 
hgps  explain  why.  A  group  of  citizens  wanted  to  establish  a  special  taxing 
■priet  for  construction  of  a  hospital,  the  nearest  one  beings  40  miles  away 
Ihree  agribusiness  giants  that  owned  more  than  half  the  land  in  the  proposed 
district  opposed  the  plan,  and  killed  it.  Two  of  the  companies  were  based  in 
In  TlouSon^  """"^  "'"^  thlrd^AndersKih  Clayton^was  headquartered  . 

Protection  of  the  environment  also  tends  to  be  less  of  a  concern  to  large 
eorpo rations -who* ve  been  despoiling  the  American  landscape  for  the  better 
part  of  two  ccnturies^-than  to- small  farmers  who  live  on  their  land  Com- 
panies farming  for  tax  or  spcoulfttive  reasons,  for  example,  seek  to  maximize 
,  earnings  over  the  short  run.  Th^y  can  milk  the  soil,  deplete  the  underground 
water  supply  or  poison  the.  land  with  pesticides,  knowing  full  well  that  they 
will  eventually  sell.  Resident  farmers  who  hope  to  pass  on  their  land  to  their 
offspring  cannot  be  so  careless  with  nature's  gifts.  Moreover,  small-seale  farm- 
ing lends  itself  much  more  readily  than  does  large-scale  monoculture  to  bio- 
logical pest  eontrol^a  technique  that  milst  increasingly  be  adopted  if  we  are 
to  avoid  ecological  disaster. 

rf  i^^Mf"'^  I'*  fV^  '^^^^  landholdlngs  on  social  or  environmental 
grounds,  neither  can  it  be  said  that  they  are  inevitable.  Land  concentration  in 
America,  particularly  in  the  South  and  West,  is  not  the  result  of  inscrutable 
historical  forces,  but  of  a  long  train  of  government  policies,  sometimes  in  the 
form  of  action;  often  of  inaction.  English  grants  to  large  landholders  In  the 
colonial  South,  and  Mexican  grants  in  the  West,  could  have  been  broken  up 
at  several  convenient  historical  moments,  but  were  allowed  to  remain  intact 
:\ast  empires  of  public  lands  were  given  away  in  large  chunks  to  speculators, 
ratlier  than  in  small  parcels  to  settlers.  Tajfland  4abor.  laws,  reclamation 
projects  and  government-financed  research,  hate  encouraged  large-scale  cor- 
porate agriculture,  to  the  detriment  of  independent  small  farmers  and  landless 
farmworkers.  On  .top  of  all  this  have  come  the  government's  ultimate  reward 
to  big  landholders:  eash  subsidies,  mainly  for  being  big. 

Why,  tlien,  do  wc  need  land  reform  in  America?  About  the  only  thing  that 
can  he  said  for  large  landholdlngs  is  that  they  exist,  and  in  the  spirit  of  free 
enterprise,  ought  to  be  left  untouched.  This  is  the  strongest  argument  in  favor 
of  leavirig  things  as  they  are.  Land,  however,  is  not  like  other  forms  of  wealth 
in  our  t^'onomy.  which  we  allow  to  be  accumulated  without  limit:  it  is  a  public 
resource,  it  is  finite,  and  it  is  where  people  live  and  work.  Free  enterprise  does 
not  merely  imply  the  riglit  to  [jc  big.  It  also  Implies  the  right  to  start.  As 
corporate  farms  become  increasingly  integrated  witli  processors  and  distrilni- 
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tors,  as  they  arvance  toward  the  technological  mlllenlum  in  which  ton-mile- 
long  flolds  are  sowed  and  harvested  by  eomputer-eontroUed  machines,  the  right 
to  get  a  start  in  agriculture  will  be  obliterated— as  it  almost  is  today.  Ameri- 
cana must  decide  whether  they  want  the  rich  fo  get  richer  or  the  ^oor  to  have 
a  chance.  Agriculture  Is  one  of  the  few  places  where  the  voot  can  have  a 
chance.  If  it  is  closed  off,  if  the  profits  o^  flie  few  arc  given  precedence  over 
the  needs  of  the  many,  the  conseoncnees  can  only  be  unpleasant. 

There  are  additional  reasons  why  It's  time  to  reform  landhalding  patterns 
4n  the  United  States.  FrC*derick  Jaekson  Turner  talked  70  years  ago  of  the 
fltontier  as  a  ''safety  valve"  for  urban  discontent.  If  ever  the  cities  needed  a 
safety  valve,  it  is  now.  Urban  problems  are  virtually  insoluble ;  city  residents 
seem  on  the  verge  of  a  ifnass  psychotic  brcakdoWTi,  The  exodus  from  the  ^coun- 
tryside must  not  only  be  stopped,  it  must  be  dramatically  reversed. 

One  approach  to  the  problem  .of  population  dispersal  is  to  build  new  com- 
munities on  rural  lands  now  owned  by  speculators.  Xhis  will  undoubtedly 
happen,  but  it's  far  from  Enough.  It  Is  much  mo5e  important  to  revive  existing 
rural  communities,  and  to  do  so  by  enabling /greater  numbers  of  i)eople  to 
live  decently  off  the  land.  There  is  no  shortage/of  i>eople  who  want  to  remain 
on  the  land,  or  return  to  it,  if  they  could  do  io  at  higher  than  a  subsistence 
level.  Many  Mexiean-Amerleans,  blacks  and  nndians  would  be  among  them. 
So  would  many  whites  whi()  have  become  dmined,  physically  and  spiritually, 
by  city  Uving;  The  diffleultV  is  that  the  frontier  is  long  gone.  That's  why  re- 
form, as  opposed  to  the^iviife  away  of  unsettled  land.  Is  essential. 

Land  reform  is  also  needed  to  increase  rfie  number  of  people  In  the  United 
States  who  are  free/  This  may  sound  siUy  in  a  country  that  presumes  to  be 
a  breeder  of  free  men.  Yet  ever-increasing  numbers  of  Americans  are  ^t  really 
free  to  assume  responsibilities  or  to  ^kc  major  decisions'  affecting  their 
lives.  They  work  for  large  corporations'or  government  bureaucracies  or  on 
aHS(»mbly  lines.  They  are  not  their  own  bosses,  not  proud  of  their  work,  and 
not  motivated  to  exercise  their  full  rights  as  citizens.  Fanning  has  tradi- 
tionally been  a  bastion  of  the  independent  small  businessman  who  won't  take 
guff  from  anybody  and  who  prides  himself  on  the  auality  of  his  work.  But  now 
fanning,  too,  is  becoming  computerized  and  corporatized.  Its  executives  wear 
silk  ties  and  share  the  attitudes  of  other  wealthy  executives;  its  workers  arc 
powerless,  dispensable  hirelings.  If  agriculture  goes  the  way  of  the  auto  in- 
dustry, where  will  our  independent  citizens  come  from? 

American  land  policy  should  have  as  its  highest  priority  the  building  of  a 
society  in  which  human  beings  can  achieve  dignity.  This  includes  the  ctlsing 
of  present  social  ills,  both  rural  and  urban,  and  the  creation  of  a  lasting 
e(»onomic  base  for  democracy,  A  second  priority  ishould  be  to  preserve  the 
beauty  of  the  land.  Production  of  abundant  food  s^iould  be  a  third  goal,  but 
it  need  not  be  paramount  and  is  not,  in  any  case,  a  problem,  i 

To  achieve  these  goals  a  multitude  of  reforms  should  be  cafried  out.  First 
and  most  importantly,  small-scale  farming  must  be  made  economically  viable, 
so  that  present  small  farmers  can  survive  and  new  ones  get  started.  TTnless 
it  is  done,  there  is  no  point  in  changing  landholding  patterns  to  favor  smaller 
unita 

There's  no  secret  to  making  small-scale  farming  viable;  It  ean  he  accom- 
plished by  eliminating  the  favors  bestowed  upon  large  farms.  Federal  tax  laws 
that  encourage  corporate  farming  for  tax-loss  and  speculative  purposes  should 
bp  changed,  even  if  this  means  closing  the  capital  gains  loophole.  Lahor  laws 
should  guarantee  a  minimum  wage  to  farmworkers  equal  to  that  of  other 
workers,  and  should  make  the  knowing  employment  of  illegal  aliens  a  crime 
pimishable  by  imprisonment.  This  would  put  an  end  to  one  of  the  large  land- 
holders' major  competitive  advantages— their  ability  to  exploit  great  numbers 
of  poor  people^^-and  allow  self-employed  farmers  to  derive  more  value  from 
their  own  labor,  ,  ^  , . 

Subsidy  programs,  too,  should  be  revised  to  the  disadvantage  of  big  growers. 
When  farm  subsidies  began  during  the  New  Deal,  they  were  Intended  to  help 
the  impoverished  small  farmer.  But  because  they  were  pegged  to  total  nmr- 
ketings  and  total  acreage  rather  than  to  personal  Income,  they  wound  up 
lining  the  pockets  of  the  wealthy.  If  farm  subsidies  are  continued— as  they 
should  be  in  order  to  stabilize  farm  lncom<»- they  ought  to  be  strongly 
weighted  in  favor  of  smallness.  No  farmer  should  rwelve  subsidies  for  crops 
grown  (or  not  grown)  on  land  in  excess  of  a  certain  acreage,  and  paymentts 
should  be  graduated  downward,  somewhat  like  an  income  tax  in  reverse. 
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ftrmeri  should  decrease,  in  other  words/ 
fl  ^nn,2^  f^i^       subsided  unite  inereasesO  AltcmaUvcly,  subsidies  could 
be  comBletely  detached  from  crops  and  related  to  income  instead.  Farmers 
eould  sett  on  the  open  market,  with  federal  paymente  making  up  the  difference. 
If  any,  between  earnings  and  a  minimum  Uvable  income. 

Also  essential  to  the  future  viability  of  smaU-scale  farming  is  some  protec- 
tion against  conglomerates.  There  is  no  way  a  small  farmer  can  compete 
against  an  oil  company,  or  against  a  vertically  integrated  giant'  like  Tenneco 
V^'hlch  not  only  farms  tens  of  thousands  of  acres  but  also  makes  its  own,  farm 
machinery  and  chemicals,  and  processes,  packages  and  distributes  its  own 
foods  Such  conglomerates  aren't  hurt  by  a  low  price  for  crops;  what  they 
?S™n'^*Lj^''y  P^^^  ^"  processing  or  distributing  or,  for  that 
^n^i       I        Tlie  small  farmer,  on  the  other  hand,  has  no  outside  income 

*l«  tolerance  for  soft  spots.  What  he  needs .  Is  legislation  that  would 
prohibit  eon)oration8  or  HjEdivIuals  with  more  than  $50,000,  say.  In  nonfarin- 
Sflcult^e  ^"  farmlng-ln  effect,  a  forceful  anUtrust  policy  for 

Once  small-scale  farming  is  made  viable,  the  second  major  area  for  change 
'  and^the  kind  of  peaceful  social  restructuring  that 

the  Lnitcd  States  Imposed  upon  Japan  after  World  War  11  and  has  urired 
upon  dofens  of  other  nations  In  Asia  and  Latin  America, 

The  guiding  principles  behind  redistribution  are  that  land  should  belong 
to  those  >yho  work  and  live  on  It,  and  that  holdings  should  be  of  reasonable, 
not  feudal  proportions.  These  are  not  revolutionary  concepts;  America  rec' 
ognizcd  them  In  the  Pre-emption,  Homestead  an  Reclamation  Acts,  Ami  Is 
merely  being  asked  to  renew  that  recognition, 

'  i.jj:/"'!^?^^"^  ^!^^^^  V*  ^^^^^  onforeement  of  the  Keflanmtlon  Act  of 

lOttJ.  which  provides  that  large  landholders  In  the  West  who  accept  subsidized 
wat»  must  agree  to  sell  their  federally  irrigated  holdings  In  excess  of  100 
acres  at  pre-water  prices  within  ten  years.  The  Reclamation  Act  has  never 
ijeen  properly  enforced  for  a  variety  of  reasons.  One  Is  that,  through^  one ' 
stratagem  or  another,  latge  landholders  have  escaped  having  to  sell  their 
excess  lands.  Another  Ih  that  even  In  the  few  cases  where  large  landowners 
/mrr  agreed  to  sell,  their  ^prices  have  been  so  high,  and  terras  so  stiff,  that 
only  the  walthy  could  afford  to  buy.  Occasionally,  as  In  parts  of  the  San 
Joaquin  valley  at  the  moment,  prewater  prices  as  approved  by  the  Bureau  of 
Ueclamation  are  so  out  of  line— higher.  In  fact  than  prevailing  market  prices^ 
than  even  wealthy  persons  have  not  seen  flt  to  purchase  excess  lands  put 
for  sale  under  the  law. 

To  assure  not  only  the  sale  of  excess  landholdlngs,  but  also  flieir  availability 
^n^tiMt*!/*"^/  ppl-son  of  liinited  means  ean  afford.  Rep,  Robert  Kastenmeir 
U).  Wl&e.),  Jerome*  ^aldle  (I),  Tallf.)  and  others  have  introduced  legislation 
that  would  authorize  the  federal  government  Itself  to  buy  up  all  properties 
in  reclamation  areas  that  are  either  too  big  or  owned  by  absentees.  The  gov- 
ernment  would  then  resell  some  of  these  lands,  at  reasonable  prices  and  on 
liberal  terms,  to  small -resident  farmers,  and  retain  others  as  sites  for  new 
citlen  or  an  undeveloped  open  space.  The  plan  would  actually  earn  money  for 
the  government,  since  the  lands  would  be  purchased  at  true  pre-water  prices 
and  resold  at  a  slight  markup,  Tlie  money  thus  earned  eould  be  used  for  edu* 
cation.  c(mservati(m  or  other  purposes. 

Other  plans  for  enforeinj?  the  Reclamation  Act  are  worth  study.  For  ex- 
ample,  the  federal  government  eoultl  purchase  Irrigated'  lands  in  excess  of 
IW)  acres  and  lease  them  back  to  individual  small  farmers  or  to  cooperatives 
Or  it  eould  buy  large  landholdlngs  In  reclamation  areas  with  long-term  "land 
bonds,  which  It  then  would  redeem  over  40  years  with  low-Interest  payments 
made  by  the  small  farmers  to  whom  the  land  was  resold,  Tbis  would  amount 
t(»  a  subsidy  for  the  small  farmers  wh(»  bought  the  land,  but  It  would  be  no 
water  t>»an  the  current  subsidy  to  large  landholders  who  buy  federal 

Of  course,  land  redistribution  should  go  beyond  the  Westcm^'arcas  served 
by  federal  reclamation  projects;  In  particular.  It  should  reach  Into  the  South, 
Thaddeus  Stevens  old  proposal  for  dividing  up  the  large  plantatirms  Into  40^ 
acre  parcels  Is  unrealistic  today,  but  an  update  plan,  with  due  compensation 
to  present  owners,  ^an  be- devised  an  implemented. 

Another  objective  toward  whlgh  new  policies  should  be  directed  Is  preserv- 
ing the  beauty  of  the  land.  Reforms  In  this  area  are  fully  consistent  with  a 
restructuring  of  landholding  patterns.  Thus,  a  change  in  local  tax  laws  so  that 
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land  IB  QMcwtea  In  accordance  wltU  Its  use  would  benefit  small  farmers  and 
iSmllLXyS-rs.  Zoning  rural  land  for  ftpcclflc  uses,  such  as  agrKnilture 

toS^vould  Similarly  help  contain  suburban  «P™«1  ""^^ 
nresmirp  on  smalt  farmers  to  sell  to  developers  or  speculators,  ^f  as  a  result 
S^n^w  zoMnriaws  the  value  of  a  farmer's  land  was  decreased,  he  would 

''"A^TaTnS  morSumsliould  also  be  .placed  on  further  reclamation 
nrXits  at  least  until  the  lOO-acrc  and .  residence  requirements  are  enforced, 
?n  cTCn  then!  tLrougUt  to  bo  closely  examined  for  environmental  impact 
Wnl-itic)^  n^^^  to  brinc  more  water  to  southern  California  and 
fh?  S^uthVcst  SoS^nor^^^^^^^  ColmnU^  and  evcn-Aiaalca.  These 

nUna  oiiaM  to  be  shelved  Federal  revenues  that  would  be  Spent  on  damming 
CcriCaVlast  Wild  Ss^  in  most  cases,  be  more  fruitfully  devoted 
to  such  purposes  as  rcdistrlButing  croplands.    -     ^   -     .  „  mimn~i 

Pollcv  elianges  in  other  areas  should  complement  the  major  reforms  outlined 
*alwvrl!xl7tlnVfarm  loanVrograms,  for  example,  should  be  greatly  expanded, 
STthat  new  faSs  ra^  In  agriculture.  Farming  cooperatives, 

which  Wn  be  aTtart^  for  workers  unable  to  afford  an  entire  farm. 

Md  fe  encourS  through  tax  laws  and  credit  programs.  Kesearch  funds 
£K  dovXplnrmaehlnery  for  large-scale  farming  should  be  rechannelcd 
Into  extension  programs  for  Small  farmers  and  co-ops. 

K  won"  be  easy  to  enact  any  of  these  reforms.  Frfends  of  large-scale  ngrl- 
hnslnnsa  nrp  strategically  scattered  throughout  the  Agriculture,  Interior  and  . 
SSlXi^S^U^s  of  congress,  a.^  ^^^^S^i 

•  the  Nixon  Administration.  Small-farmer  associations  like  the  Jjrnn8C'J|''',>";v 
/  lo^iial  Farmers  Union  and  the  National  Farmers  Organza       ^""t  have. 

ncarlVthe  clout  of  the  American  Farm  Bureau  Federation,  the  Dig  ^'>^^f 
associations  and  the  giant  corporations  themselves.  The  pro-industry  land 
Sy  'Srts"  who  formed  the.  Public  Land  Law  Review  Commission  that 
«.fmrtnd  Its  flndlngs  last  year  were  no  friendlier  to  small-scale  farming :  tliey 
rSmended  reS  of  t^^^^  ^^^'s  limitation  and  .rcsl- 

dS  rSulreS.  and  adoption  of  policies  favorable  to  large-scale  mechaji- 

"'NeSclSs'there  are  some  grounds  for  optimisb.  Many  citizens  and  public 
ollS  are  eoming  to  realize  that  rural  America  ought  to  be  '■evlved.  eities 
salvagod"  wcirare  rolls  reduced,  and  they  see  that  ptescnt  policies  aimed  at 
aohievlng  tlie.se  objectives  are  not  working.  Environmentalists  who  for  f'cars 
have  point  tl.c  dangers  of  intensive  aKriculturc  and  the  need  for  prudent 
S  land  use"  are  finally  getting  an  audience.  The  list  of  orgnnijsaflons  that 
have  recently  urg«l  vigorous  enforcement  of  the  ICO-acre  1  mitation  includes 
thP  AFL-CIO.  the  Sierra  Club.  Common  Cause.  th<>  National  Education  Asso- 
dntior  the  Grange  and  tl.e  National  Farmers  Union.  That's  not  enough  to 
sweep  Congress  off  its  feet  but  It's  a  good  start. 

The  ultimate  political  appeal  of  land  reform-  is  that  it  places  ooth  the 
Inmin  and  opportunity  of  self-improvement  upon  the  P*'"I{1%«'"»«^1^2,1  a 
can  give  imndteds  of  thousands  of  Americans  a  P  aoe  to  plant  roots,  and  a 
chance  to  work  with  dignity.  Can  we  deny  them  that  chance? 

Senafor  SxEvaiNfiON,  Our  next  and  final  witness  is  Mr.  Sheldon 
Greene,  general  counsel  for  (California  Rural  I^gal  Assistance. 

*  STATEMENT  OF  SHELDON  L.  GREENE,  GENERAL  CJOUNSEL,  CAM- 

rORNIA  RURAL  LEGAL  ASSISTANCE 

Mr.  Gkkkxe.  I  thank  you,  Senator  Stevenson.    _  , 
With  the  departure  of  Senator  Taft,  I  am  besmnmp  to  feel,  as 
the  final  witness,  like  tlw^  band  thjit  plays  as  the  audience  leaves  the 
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Sn|Th.^rrpSy4  remember  what . 

solr  T^^M.'iSr^''^*''- ,?  r"-'*^"'"®       ^^"^^  '^e-^i"  remember  those 
l^'  rf ""^  all  begmmnK  to  fade,  though,  after  3  long  days. 
tharJor^&^V?"  ^  '''i?'  ^  suppose,- ablufc  the  last  speaker 

anvtbW^tlnf  1  ^^f'  ^T""^        '^'^^'^^y  said  and 

anything  that  is  loft  unsaid  need  not  bo  said.  But  perhaps  there 
arc^somo  worthwhile  ^statements  that  might  bo  ma^  by  way  of 
■  jCdon't  a!  yet  have  '""^''"^'"^  ^^"^  '"^^'^^  with  some  things  that  ' 
I  think_  those  hearings  tend  to  shatter  some  notions  that  the  cen- 
eral  public  have,  reducing  them  really,  to  palaver.  One  of  tho^.is 
the  representation  that  bigness  is  equated  with  efficiency,  because 
Ifitw  • ^^"^^"^  irrofutably,  I  would  say,  that  tlw  most 

elhoicnt  economic  unit  of  production  is  the  small  farmer 

In  my  tcstimonv,  which  I  trust  you  will  have  an  opportunity  to 
peruse,  I  referred  specihcally  to  some  studies  that  wore  made  by 
agricultural  economists  that  verify,  that  point.  I  have  given  cita- 
t^ons  to  these  specific  studies  and  have  given  references  to  the  points. 
.  Another  shibboleth  that  has  been  bandied  about  has  been  that  the 
real  problem  m  rural  agriculture  is  the  conflict  between  the  farm- 
workers insatiable  demand  for  more  money  and  the  small  farmer, 
lhat  If  only  these,  two  conflicts  can  be  resolved  in  favor  of  the 
farmer,  all  things  would  be  well.  . 

As  a  matter  of  fact,  the^c  hearings  have  disclosed  that  the  only 
difference  between  the  conditions  of  the  family  farmer  in  agriculture 
and  tlio  farmworker  aro-tho  respective  extents  of  their  indebtedness, 
lioth  of  them  are  m  hock.  One  of  tl|||jn  perhaps  is  in  hock  for  land 
and  tlte.  other  for  automobiles  and  tflrcost  of  food  and  clothing  for 
lus  children.  Aside  fi  JWn  that,  they  seem  to  be  about  the  same? 
\i  :  "'i*^  "■^^  be  said  by  those  who.  want  to  make  a  differentiation 
that,  of  course,  the  small  farmer,  the  family  farmer,  is  independently" 
supenor  because  he  has  a.  piece  of  land.  When  wo  consider  the  ex- 
tent of  lus  indebtedness  and  when  wo  consider  the  earnings  which 
can  be.  derived  from  family  farmings,  despite  its  efficiency,  the  ^ 
pinident  investor  is  apt'fb  put  his  money  in  a  savings  bank  an(l  earn 
more- than  he  would  earn  by  investing  and  taking  all  that  trouble, 
ho  really  he  does  t  have  any  more  than  that  farmworkov  who  works 
beside  him.  Indeed,  the  existence  of  the  family  farmer  and  the  farm- 
worker, the  fact  they  are  synonymous  in  their  predicament,  is 
8"mmed  lip  m  this  ketsup  bottle  (indicating).  It  is  produced  by 
Del  Monte,  which  is  a  very  prominent,  verty!q,lly  integrated  com- 
pany. It  costs  35  cents  to  the  consumer,  and  .the  amount  of  tomatoes 
m  there  is  eauivalent  to  1  or  2  cents  for  the  farmer.  And,  of  couireo, 
the  farmworker's  income  out  of  tlmt  is  only  a  small  fraction.  Never- 
theless, botlrof  them  are  caught  between  two  bricks,  one  of  whicll 
IS  cost  that  they  can't  control  and  another  is  a  market  that  they 
can't  control.  Related  to  that  also  is  the  question  of  credit  that  is 
limited  and  that  they  also  can't  control.  \/ 

Aside  from  that,  I  would  just  like  to'  disagrexi  a  moment  on  the 
unique  circumstances  of  the  farmworker.  You  have  heard  that  the 
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f aimworker's  wagefe  are  onS^lf  th^ 

"there  is  a  reason  for  that.  D^Jpitekll  the  rationalization,  perhaps  the 
principal  xeason  is  that  the  faiml^  farmer  is  so  pushed  and  his  aver- 
age hourly  earnings  are  so  negligible,  as  well  as  the  illusory  rfetum 
on  his  investment,  that  he  wants  to  really  pass  on  his  poverty  tc^'  the  / 
farmworker.  He  can't  see  the  farmworker  working  for  more  in  the 
field  than  he  is  earning,  and  so  he  jpushes  the  farmworker  aiid  he 
tti^  to  squeeze  hiTti  as  the  only  cost  component  that  he  can  control 
'    in  his  production.  "    .  . 

In  feet,  the  reason  why  in  Calif orma  there  are  so  many  1  illegal^ 
entrants  in  agriculture  partially  is  attributable  to  that  circymstance; 
It  is  sad  that  the  farmer,  with  the  cooperation  of  the  Federal  Gov- 
ernment,  is  creating  a  market  surplus  of  farm  labor  in-order  to  ^ 
depress  the  wage  wmch  the  farmworker  might  normally  obtain.  You 
asked  earlier  ^at  the  cost  of  this  was  and  what  tjte  extent  ^f  it  was, 
and  I  prepared  testimony  on  the  subject  which  is  submitted  for  the 
record.  But  I  can  summarize  very  briefly. 

Initially,  you  diould  remembier  that  over  a  hundred  thousand 
illegal  entrants  were  apprehended  in  the  State  of  Calif oriiia  in  1971. 
At  the  same  time  there  were  60,000  families  of  unemployed  wage 
earners  who  were  receiving  public  assistance  at  a  cost  to  tlie  taxpayer 
of  about  a  hundred  million  dollars.  At  the  same  time  Up  to  7.4  per- 
cent  of  the  California  labor  force  was  uneiaployed,  representing 
about  600,000  in  number. 

When  we  relate  the/hundred  thousand  apprehended  as  against 
those  who  were  not  apprehended,  we  come  to  an  illegal  entrapt  labor 
force  of  3  to  400,000  workers  which  conservatively  has  deprived  th^ 
poor,  the  unemployed,  the  farmworker  of  possibly  $300  jiiilMo  hi 
income,  annually.  '  \  .1. 

You  asked  alJout  the  Farm  Labor  Service  previously  in  thas  hear- 
ing.,I  have  testimony  from  Mr.  Gnaizda,  Robert  Gnaizda,^wHo  is  not 
aWe  to  be, here  today,  who  mention$  the  Farm  Labor  Service,  sajring  i 
it  is  really  conceived  for  the  employer  rather  than  the  employee. 

I  think  his  suggestion  is  that  it  could  be  eliminated.  Certain  farm- 
ers have  concurred  in  this.  But  the  reason  why  it  is  umieceesary  is 
the  fact  that  the  linmigration  and  Naturalization  Service,  through 
its  policies  with  the  illegal  entrant  and  the  commuter  alien,  ip,  in 
fact,  thfe  Farm  Labor  Service  for  Calif ornia  agriculture.  As  a  matter 
of  fact,  rather  than  a  gate,  more  appropriately  a  rjavolving  door 
should  be  installed  on  the  border  considering  the  policies  that  apply. 

I  am  fm^ated  to  say  that  there  are  Bfiany  anecdotes,  many  spe- 
cific examples  I  could  relate,  the  most  blatant  of  which  is  another 
phase  of  this  hearing,  that  is,  the  arrogant  avoidance  of  specific 
chapter  and  verse  in  the*^  statutes  of  this  land  by  a  public  agency 
which  isj^on  paper,  subservient  to  the  le^slative  wiU.  n 

Those  specific  examples,  the  immigation  law,  its  intent,  specific 
language  of  it,  the  langifage  pertaining  to  the  commuter  alien,  all 
of  i3iese  thSigs  have  been\ignored  as  have  court  actions  been  ignored 
by  an  agency  which  has  set  up  its  own  priorities. 

As  I  say,  these  elements  are  related  in  detaU  in  that  testimony. 
'  (The  statement  referred  to  of,  Robert  Gnaizda  follows:) 
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THE  FEDERALLY-PONDED,  GROWER-ORIEHTED  FARM JABOR  SERVICE: 
A  QUARTER  OF  A  BILLION  GIFT  FOR  LAWBREAKERS 

■     ,        \  ■  ■ 

Over  the  last  decade  j^lTu^S.  Government,  through^lts  ^ 
agricultural  subsidies' not  to  produce  crops, ^ has  provided 
grwers  suchr  as-  JInited  Fruit  with  almost  thirty  billi(^n  dollars 
($26>859,00P,000) .    And  individual  growers  such  as  J.  G.  Boswe^ 
of  O>rcoran,  Ca;Lif omia *have  received  more  than  twenty  million 
over  the  last  decade  not  to  produce  anything. 

The  resiilt  has  bjken  to  raise  the  unemployment  rate  of 
farm  workers  to  an  estimated  25%,  to  abolish  small  farniers  at  • 
a  rate  of  more  than  one 'hundred  thousand  a  year,  and  to  raise 
the  cost  of  basic  staples  necessary  to  the  survival  of  the  un- 
employed farm  worker  and  small  farmer.    All  this  has  been  done 
iA  order  to  ensure  that  ferti^  land  remains  barren. 

At  the  same  time,  we  have  experimented  with  almost  ope 
billion  dollars  ($956 ,000 ,000)  to  counteract  this  non-production 
program  trough  expensive  reclamation  projects  that  insure  that 
barren  land  becomes  fertile  in  order  to  ensure  that  fertile  land 
remains  barren^  „ 

is  a^  rare  individual  that  would  have  the- temerity  to 
suggest  that  he  could  deyise  a  prograra^hat  is  more  counter- 
pjroductive  or  harmful  than  the  above.    Although  I  am  not 
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personally  capably  of  devising  a  program  more  absurd,  the 
'      Onitdd  States  Itabor  Department  does,  in  fact ^  operate  and  has 
operated  for  mSxe  than  three  decades  a  program  that  is  mdre 
coimter-productive*    It  is  commonly  known  as  the  Farm  Labor 
-  Servipe.    It  is  100%  federally-funded,  at  a  cost  pf  almost  a 
quarter  of  a  billion  dollars  over  the  last  decade. 

The  ostensible  purpose  of  the  Fato  , Labor  Service  is  to 
provide  the  "best  jobs"  available  ior  farmworkers  in  accordance 
with  applicable  health  and  safety  codes.     In  fact,  its  grower- 
controlled  and  oriented  staff -provides  the  best  workers  at  the 
>i  lowest  wages  to  the 'worst  growers,  thosfe  growers  who,  due  to 
/artifically  low  Wage  rates,  are  unable  to  compete  in  the  open 
marketplace  for  labor. 

The  result  of  this  grower  capture  of  a  migrant  oriented 
program  is  to  make  the  federal  bureaucracy  an  unwitting  ally  of 
those  grpj^rs  who  are  most  likely  to  encourage  the  perpetuation 
of  the  migrant's  cycl^of  poverty.  *  The  cost  to  the  migrant  is 
,an  estimated  loss  of  at  least  one  hundred  million  dollars  per 
year  in  wages . 

An  examination  of  California's  best  farm  labor  office, 
acistording  to  testimony  submitted  to  a  federal  court  in  1970^"^^, 
dodiments  the  federal  government's  complicity  in  providing  a 
gybwer  subsidy  under  the  guise  of  a  migrant-oriented  program. 
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According  to  the  deposition  on  file  with  the  federal  court  Of 
the  Manager  of  the  Sonoma  Covrnty,"  California  Farm  I^or  Service* 

1.  "The  primary  and  major  purpose  of  the  Farm  labor 
Service  Office  is  to  harvest  the  crops . '\  (Dep. 
p.  '208)  . 

2.  None  of  the  15  employees  speak  any  Spanish, 
although  as  much  as  60%  of  the  workers  placed  • 
are  Spanish-speaking  only.     (Dep.  pp.  21-3). 

3.  Most  of  the  basic  staff  are  growers  or  married 
to  growers  and  they  frequently  refer  workers  at 
unspecified  wages  to  their  own  ranches  without 
guaranteeing  that  they  are  provided  toilets  or 
drinking  facilities  as  required  by  state  law. 
(Dep.  pp.  257-261) , 

4.  Even  if  as  many  as  1,000  documented  farm  worker 
complaints  are  filed  against  a  particular  grower 
who  refuses  to  provide  toilets  and  drinking 
water,  workers  are  referred  to  the  grower • 
(Dep.  pp.  135-8).  , 

'  5.  The  office  has  a  "blacklist"  of  troublesome  farm 
workers  but  does  npt  have  a  "blacklist"  of  , 
troublesome  growers.     (Dep.  pp.  128-133). 


1979 

6,    Even  if  workers  are  not  paid  the  wages  they  are 
promised,  the  office  refuses  to  verify  worker 
complaints,     (Dep.  pp.  60-62). 

?•    The  office  never  has  and'  j^S'  not  now  providing 
any  counseling,  testing  or  upgrading  of  | any, 
farm  workers  despite . federal  regulation^  re- 
quiring this.    We  refuse  because  no  Farm  Labor 
Office  in  this  state  ever  has^    (Dep . '  pp.  219 , 
222-3).  "  ^  . 

8.  Although  California  farm  workers  [37,500  per 
year)  are  injured  by  excess£ve"urfte  of  dangerous;, 
pesticides^;  the  office  does  not  require  or  even 
ask  growers  to  provide  any  pesticide  or  pro- 
tection information.     (Dep.  pp.  156-167). 

\ 

9.  The  office  frequently  meets  with  local  growers. 
It  never  has  met  with  any  farm  workers  or  visited 
any  farm  workers.     (Dep.  pp.  82>  139-141,  115-6). 


10. 


The  office  givfd  equal  weight  to  all  types  of 
jobs.    A  referral  for ''a  one  hour  job  is  given 
^        the  same  attention  and  statisticfal  weight  as  a 
three  month  job.     (Dep.  p.  171). 

11.    Even  though  one  of  aur  satellite  offices  listed 
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1,073  farmworker  rieferrals  in  Septeirber,  1969, 
we  actuaV^^ocluced  only  four    regular  place- 
ments of  ^arm  Workers".     (Dep,  pp.  236-*237)  • 

12.    The  off icial  off ice  statistics  for  1969  show 
more  than  30,000  office  contacts.    An  office 
.  contact  includes  a  worker  coming  to  the  office 

V  *    to  use  the  toilet.    In  terms; of  jobs  developed 
that  were  not  otherwise,  available,  our  fifteen 
man  staff,  at  a  cost  of  over  $100,000,  produced 
only  nine  such  jobs  last  year.   "(Dep.  Esc.  2-13). 

The  only  justification  for  a  federally-funded  institution 
that  sends  the  best  workers  to  the  worst  growers  and  costs  these 
workers  more  than  one  hundred  million  dollarij  in  wages  per  year, 
is  that  it  produces  jobs  that  would  otherwise  not  be  available. 
The  official  Farm  Labor  Service  statistics  fojr  t^e  9tate  that 
allegedly  produced  the  most  jobs  conclusively  refutes  this,  .It 
shows  that  the  Farm  Labor  Service's  secondary  role  is  'to  produce 
statistics  rather  than  jobs  in  order  to  complement  its  primary 
role  of  subsidizing  growers  who  are  unwilling  to  compete  in  the 
marketplace.    These  statistics  show  the  following: 

1.    In  1966  the  California  Farm  Labor  Service 
alleged  that  it  placed  134,000- farmworkers. 
In  1968  it  alleged  it  placed  1^400, 000. 
This  constitutes  a  tenfold  increase  in  two 
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yeari.    The  total  agricultural  jobs  in  the 
area  decreased  by  251,  however.     (CaXif*  Stat, 
iibstract/  1969/  at  46) . 

■    By  1969  the  alleged  nurnber  of  job  placements 

rose  to  1.7  million  or  seven  tiines  the  total 

number  of  agricultural  workers  in  California 

At  peak  agricultural  period.  '(Calif.  Farm 

Iiabor  Service  Statistical  Keport) 
» 

In  1969  one  tir^/  border  office  "m^ueed" 
463,000  job  placements.    a?he  population  of 
the  town  is  9,000  and  the  total  American^ 
population  within  50  miles  is  70,000. 
tfx.  198). 

In  1969  one  irtoderately-sized  Farm  Labor  Office 
in  northern  California  had  30,000  office  con- 
tacts.   Anyone  asking  to  use  the  toilet 
constitutes  an  office  contact,  according  to 
the  office  manager.     (Ex.  197) . 

If  a  father  and  his  seven  children  are  i:e£tei;^cd 
to  a  differenfr>^h  s»».aSOconsccutive  days /they 
will  count  as  2^000  job  placo)^nt?5  (8  x  250), 
according  to  tl^e  Farm  Labor  Serviced  (Ex.  197) . 
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Xf  *  f  zkth«r  and  hi«  ••if**  cdiHdr«»  $Ltm  Mmt 
to  a  job  100  mil«i  £ro»  how  for  omm  hour 
th«y  will  count  a«  ei^t  job  placaaMN^ta  .^ 
(1X»  197). 

If  a  father  and  hi«  «liildif«ii  o«  ^ 

dayhaul  ara  r«farrad  to  tJia  aaM  gaeowar  for 
100  aonaacutiva  day«r  itVil'l  aoant  iw  $00 
5<^^ao«iMWit«.     (»x.  WT-IM). 

If  OM  Hwndrad  worHara  ara  rafarrwl  to  a 
growar  who  raf  uaaa  to  pay  tka  minimm  wag» 
and  ara  firad  within  an  hour  for  ra<iaaati*g 
tha  ninimm  waga,  and  anothar  group  of  oaa 
hundrad  workara  i«  raf arrad  out  tha  9mm  day# 
that  will  conatituta.  aoo  job  plaiisaw^nia . 
(»x.  197).  * 

If  a  growar  on  a  daily  baula  f ir#»  tha  fewanty 
workara  raf  arrad  by  tha  Fax*i  l,abor  $aryica^ 
bacausa  thay  dawmdad  tha  miniMM  waga,  and 
tha  Farm  Labor  »#rvica  raplaca«  tham  daily 
for  forty  daya,  that  will  conatituta  100  job 
pUcaMntt.     (Ix*  197). 

If  a  migrant  family  of  tan  u»a«  the  dayhaul 
ayatam  for  200  days,  thay  could  ba  rasponaibla 
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for  the  retention  of  one  full  time  Farm  Labor 
Service  employee.     (fix.  197-199). 

11.    Out  of  a  463,000  job  placements  in  im^^rial 

County  in  1969,  the  Farm  Labor  Service  secured  ■ 
the  naroe«  of  only  530  workers,  or  one-tenth  of 
one  percent.     (Ex.  ^98). 

By  1980  the  combination  of  direct  agricultural  subsidy 
programs  that  encourage  the  non-production  of  crops,  mechanic- 

• 

zation  and  Farm  Labor  Service  anti-worker  policies  may  reduce 
the  migrant  worker  force  to  less  than  10,000,    However,  based 
on  the  inverse  correlation  between  actual  jobs  available  and 
Farm  Labor  statistics,  the  number  of  job  placements  produced 
by  the  federally-funded  Farm  Labor  Service  by  1980  could  well 
rise  to  one  b4.11ion,  or-more  than  four  job  placements  for  every 
raan,  woman-  and  child  in  this  nation. 

•  Many  former  Farm  Labor.  Service  personnel  have  *con tended 
that  the  Farm  Labor  Service  actively  encourages,  in  order  to* 
infj^e  statistics  and  satisfy  growers.  Grapes  of  Wrath  conditions 

"The  Farm  Labor  Office  has  made  it  a  policy  over 
the  years  through  radio,  TV  announcements,  and 
V    various  news  releases  to  recruit  a  largo  number 
of  Workers  for  a  small  number  of  jobs.    In  other 
1  words,  the  Farm  Labor  offices  engage  in  over- 
advertising  and  produce  results  that  compared  to 
those  in  Jho  Grapes  of  Wrath  when  thousands  of 
workers  drove  hundreiSS"  of.  milesj^r  a  small  '» 
number  of  jobs  «md  were  therftfcJreVorced  to 
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compete  with  each  other  thereby  lowering  wages 
for  all.**     [Testimony  of  Prank  Valenzuela^ 
former  Salinas  area  Farm  Labor  Service  employee 
and  Mayor  of  Hollister,  California.] 

.  » 

There  is  one  fundamental  difference,  however r  between 
The  Grapes  of  Wrath  conditions  that  existed  in  the  *30's  and 
those  that  exi'st  today:  Xn  the  '30's  those  growers  who  wished 
to  exploit  the  farm  worker  did  so  on  th/eir  own  and  generally 
in  opposition  to  federal  policy.  Today #  growers  continue  these 
practices  with  the  active  support  of  a  federally^funded  Farm 
Labor  Service  staff  of  4,000« 

Over  1,500  pages  of  documentatioiv  submitted  to  the 
Secretary  of  Labor  on  April  22,  1971  allege  that  itdgrant  workers 
'*all  across  this  nation  despise  the  Farm  Labor  Service,  believe 
It  is  their  enemy,  recognize  that  it  is  a  primary  stumbling  block, 
to  employment  advancement  and  self-respect,  and  desire  its 
termination.**  '  , 

You  may  ask  exactly  what  then  enables  a  federally-funded 
institution  that  produces  statistics  rather  than  jobs,  lowers 
the  wages  of  its  primary  beneficiairy,  and  serves  primarily  those 
growers  who  violate  the  law  to  survive.    Perhaps,  the  efforts  of 
this  honorable  Senate  Coninittbe  will  make  it-  unnecessary  for 
migrants  and  thoir  representatives  ^o  ask  this  obviously  absurd 
question  again.  . 

Respectfully  submitted. 
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Robert  Gnaizda,  £sq. 
Public  Advocates,  Inc. 
433  Turk  Street 

San  Francisco,  California  94102 
(415)  441-8850 
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Mr.  Gkeeni!.  Tho  solutions,  then,  are  conceptually  simple.  If  we 
or«S?l"^''"''*t'^.'^°"-??  legislation  and  thrWhlhlTwmen? 
okS^§  laws  which  wiTl  prov  do  and  insure  alair  return  for  the 
eawent  family  farmer,  one  that  is  commensurate  with  the  return  on 
his  investment,  with  the^^etum  x)n  labor,  in  utban  areas  we  SiJd 
ZT.   f'Lfr'^-  P™^4«  incre^^d  gain  fo?1hrf3y 

St  '-  we  must  provide  a  similar  salary  improvement 

WOTket  rising,  productivity^  for  the  fam- 

We  are  suggesting  a  number  of  specific  provisions  which  will 
S^";??  ^^"^  unfair  competition  which  the  conglomerate  and  thir 
syndicate  are  now  milking  out  of  our  law.s ;  correspondingly,  specifie 
assistance  to  the  fanjiworker  und  to  the  family  farmer. 

afn^^^l  1^1  "^^""^  H^,*^  be  done  is  to  modify  the  tax  laws.  To  simply 
state  It,  take  away  the  gam  which  people  are  deriving  out  of  thoij 
tax  losses.  I  have  .enumerated  several  specific  tangible  ways  in  which 
"c?  ^       ^  ^'''P?^:  to  dwell  on  them  if  the  Senator  is 

interested.  Ihey  are  enumerated  m  the  written  testimony. 

benator  kStevenson.  I  think  if  they  are  in  the  testimony,  Mr. 
Greene.  I  will  put  the  whole  statement  in  the  record.  You  haVk  two 
statements,  if  I  am  correct? 

Mr.  GnEENE.  That  is  correct. 

Senator  Stevenson.  We  will  enter  them  both  in  the  record  at  the 
consideration'^  ^^^'^  careful 

Mr.  Gbeene.  Very  well. 

I  would  like  to  elaborate  on  several  of  the  suggestions,  however, 
and  I  think  perhaps  I  won't  go  into  the  tax  suggestions.  You  will 
have  an  opportunity  to  read  them.  I  am  sure  there  is  nobody  else  who 
IS  paying  attention  at  this  late  hour. 

The  way  for  the  family  farmer  and  the  farmworker  to  derive  in- 
come IS  to  focus  on  the  family  farm  as  a  basic  efficient, unit  and  also' 
to  provide  the  tex^hnical  assistance,  the  seed  money,  and  the  credit 
resources  which  both  the  farmworker  and  ^le.  family  need  if  the 
farmworker,  particulayly,  wants  to  transfer  from  farm  work  into  a 
proprietaiy  state. 

Iliero  are  a  niimbor  of  specific  suggestions  wliich  would  curb  over- 
supply,  overproduction,  which  would  give  the  former  better  control 
of  the  market  than  he  now  lias. 

One  of  tho  ones  that  wo  suggest  is  national  marketing  boards  Wo 
suggest  that  the  credit  of  the  United  States  government  boi  extended, 
as  a  loan  guarantee,  to  tho  small  farmer  so  that  he  is  on  a  par  with 
larger  farms  who  have  more  credit  at  their  disposal. 

Wo  sugf»st  that,  consistent  with  Mr.  Barnes' testimony-^  

Senator  Stevenson,  I^t  me  interrupt  at  this  point  if  I  may. 

As  a  result  of  your  experience,  do  you  have  any  opinion  about  the 
availabUity  of  fedorally-guaranteed  loans  to  small  farmers  now  in 
Lalifornia?  There  are  sucli  programs  on  tho  books  already. 

■^^mi^^*'^*'*  ■"•^''^0  ""^  federally-guaranteed  loans  to  small  farm- 
ers. Tho  farmers  Homo  Adtninistration  is  supposed  to  be  adminis- 
tering them. 

Senator  Stevenson.  The  S.B.A.  also  has  authority  to  make  and  to 
guarantee  such  loans.  , 
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Mr,  Gkejskb.  The  Small  Business  Aclministratiott? 
Senator  Stpvknbon.  Yee.  -  ^  .  . 

Mr.  Gbeene.  I  am  not  familiar  with  the  S.B.A*'s  engagement  in 
the  field  of  small  agriculture,  because,  really,  the  statutes!  provide 
the  family  ?arms  should  bo  served  by  the  Farmers  Home  Adminis- 
tration. I  think  they  are  relatively  conservative  bankers.  They  are 
not  fulfilling  the  original  intent  to  provide  loans  to  the  hard  core, 
tile  people  who  are  in  trouble. 

But,  unless  j^u  resolve  the  problem  broadside,  rather  than  piece- 
meal, and  unless  you  create  the  cbnditions  which  are  favorable  to 
small  farmers  getting  together  in  aggregate  co-ops,  giving  them  con- 
trol over  the  market,  to^minimize  the  tendencies  of  overproduction,  I 
think  you  are  really  not  helping  by  infusing  just  a  little  bit  more 
credit  mto  a  sinking  boat.  That  is  just  putting  a  cork  in  a  leak.  You 
have  to  approach  it  from  a  much  broader  standpoint. 

I  think  that  assistance  to  the  farmworker — to  elaborate  on*a  point 
that  I  made  briefly— ought  to  go  beyond  just  the  conversation  about 
minimum  wage,  if  the  small  farmer  once  gets  a  fair  return  on  his 
investment,  on  a  par  with  city  earning^,  it  goes  without  saying  that 
Federal  legislative  policy  should  be  striving  to  provide  for  the  f arm- 
worker,  not  simply  a  minimum  wage  that  is  half  the  industrial  aver- 
age, but  a  wage  minimum  which  is  the  mean  of  the  industrial  average 
itself.        .  ,  ^ 

Picture  this  long  chain,  tliis  long  delivery  chain,  that  relateis  back 
to  that  bottle  of  catchup.  At  one  end  we  have  .cashiers  intair-condi- 
tioned  Safeway  supermarkets  earning  $5  an  hour.  At  the  other  end, 
in  110-degree  heat  in  the  Inipcrial  Valley,  back  bent,  with  a  short 
.  hoe,  we  have  a  farmworker  earning  $1.Y0  an  ^our  5  months  of  the 
year,  without  imemploymcnt  compensation. 

I  would  suggest  that  that  sample,  when  taken  with  all  the  others, 
that  you  have  seen  t^ay,  illustrates  the  thing  that  is  wrong  with  the 
whole  approach  that  the  Government  has  taken  to  the  agncultural 
economy,  that  is,  that  those  who  don't  need  subsidies  are  getting  all 
the  subsidies  from  the  taxes,  and  indirect  subsidies,  such  as  water.  ^ 

I  think  the  watijr  issue  can  be  focused  just  by  looking  at  the  map 
that  was  presented  by  Mr.  Pefford,  I  believe,  of  the  California  vv  ater 
Project,  a  project  that  is  goinjp  to  cost  the  State  of  Califorma  $9 
billion  over  its  entire  term,  which  is  going  to  serve  Kern  and  Kings 
Counties  in  the  Ban  Joaquin  Valley.  I  think  that  the  Senator  recalls 
who  owns  Kern  and  Kings  County.  These  are  not  counties  with 
predominant  small  holders.  They  are  rather  owned  by  the  bouthern 
Pacific  Railroad;  Tenne<!0,  \^ho  now  owns  the  Kern  County  Land 
Company;  Mr.  Boswell,  who  owns  most  .of  Kings  County;  the  Salyer 
Land  Co.,  which  owns  the  rest  of  it,  and  the  Los  Angeles  Times, 
which  owns,  as  you  recall,  some  160,000  acrcq  of  Kern  County. 

This  incredible  $9  billion  expenditure  was  made  by  the  State  of 
California  for  no  other  rei^n,  considering  the  existing  available 
irrigable  land  and  the  demands  which  the  marke^ts  unposing  on 
acnculture,  than  the  fact  that,  had  they  accepted  IP'ederalwat^r  out 
of  the  San  Luis  project,  the  160-acre  limitation  would  have  come^ 

^^•Kiat  is  a  pretty  big  subsidy  for  companies  that  d^^t  need  sub- 
sidization. 
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,„ni*T**^^  Stevenson.  This  is  something  of  an  overstatement  TiiBm 
chvil&r"^  beneficiaries  of  thahat^rXZi^r^nJX 
Mr.^GnEENB.  I  think  that  the  evidence  also  reflects,  Senator  that 
the  city,  Los  Anpeles,. didn't  require  the  waterrand  that  the  hS 
beneficanes,  as  was  indicated,  4re  these  Kern  ffrntrand 

As  fl  lady  from  Lds  Angeles  said,  the  Us  Angeles  peonle  don't 
want  the  water  or  the  burden  of  paying  for  it  oSt  of  tff  district 
They  are  going  to  have  to  pay  $35  an  acre-foot. 

On  the  subject 'Of  water,  just  briefly,  I  am  going  to  hilvo  to  wear 
as  many  hats  as  Pooh-bah,  because  I  am  winding  up,  I  ZSd  like  to 
really  nersomfy  the  testimony  of  Mr.  Gianclli,1vir^'BrSy  and  M? 
Paffora,  who  rather  tmusualfy  represented  that  the  Fedeml  Red£ 
mation  Department  was  construing  the  laws  perfectly  S  anrl  that 

S/S,/^  'i'''  «mt  requFred  a  In  to  Reside  fn* 

his  land^before  ho  could  receive  water  had  bc\!n  repealed  at  some 
th«  past-  Those  statements  were  made  lookinl  yr^aK 

mJ^'w^^'f'  '^i^^''  Murray's  decision  in  the' case  of  Yellenv: 
fIM  v,-hKh  has  been  previously  referred  to.  Judge  Murray  is  a 
midwestern  judge  who  was  sitting  on  the  bench  as  a  guest"  You  will 
recall  that  Judge  Murray  affirmeS  the  residency  laAVS. 

the  Zord  Mr  %  '^"^        P£«ff«f  ""s  opinion  into 

s  nSpJpsent  represented  IVIr.  Yellen  in  the  case, 


 —  -L^^v  ,Yu^j  passed  in  1902. 

AdLmo,n!:fP„T?nrc         "V'  M  the  omnibus 

Adjustment  Act  of  1026  does  not  repeal  secti*i  5  of  tlio  1902  Act"-^ 

„  n'iri'I'T  is  any  legislative  infant  to  daso  exhibited- 

m  the  act  8  background."  "  ^ 

Now-,  I  Bulmiit  to  you,  Senator,  that  that  explanation  of  the  rcluct- 

fZl.  •!*■  ^' ^"'""•i-';  ^"  '*PP'y  ^  ^"S'*'  provision  of  land  reform, 
«.cause  It  was  disagi-eeabl,;  to  tlie  powerful  interests  in  this  State 
chaFnc  enzes  the  whole  explanation  and  apology  for  this  boondoggle. 

At.tjie  other  extreme,  .you  have  been  treated  to  3  days  of  illustra- 
tion of  the  principle  that  those  who  need  the  sub9i(ties,  those  for 
whom  the  auteidies  were  intended  by  the  Congress  of  this  country, 
aren  t  getting  them  and  have  never  gotteiijthem.  That  is  the  paradox 
thjit  .18  presented  by  these  hearings. 

In  fact,  thcTC  are  two  different  economies  ia-Califoniia  agriculture 
today.  (;ue  of  tliem  is  based  upon  turning  losses  into  gains  and  the 
other  IS  buse(}  upon  attempting  to  eke  a  living  out  of  agriculture  by 
people  who  have  no  other  choice.  In  characterizing  the  remedies,  that 
consideration  certainly  has  to  \w  paramount  to  reverse  the  role  of  the 
subSKhes,  so  that  they  tend  to  affect  affirmatively  those  people  who 
have  no  choice  and  who  have  the  desire  to  live,  work,  and  earn  a 
decent  living  out  of  the  land.  . 
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If  I  migbt,  I  would  just  like  to  return  to  a  couple  of  other  sug- 
-gestioijs,  and  these  are  not  the  immediate  changiBS  which  might  be 
jniadeJiiugavernment^^oli^gz^ 

which  .are  so  desperately  needed,  to  avert  the  impending  disaster 
which  these  hearings  dramatfcallyTiave,  I  tMnk,  reflected  to  you 
and  to  Senator  Taft..  -  ^ 

It  seems  that  the  Congress  has  to  go  beyond,  after  rectifying,  iie- 
dressing  the  imbalance  which  exists,  it  must  go  on  and  make  a  Sunj^y*" 
of  all.  agriculture  in  the  United  States,  andjout  of  this  survey  it  has 
to  figure  out  what  is  the  best  use  of  the  land.  Some  of  this  has  already 
been  done  by  agricultural  economists.  The  survey  should  be  na- 
tional in  scope,  just  as  the  market,  and  the  distribution  is  national. 

Senator  Stevenson.  What  do  you  mean  by  survey  ? 

Mr.  Greene.  1  %m  suggesting  that  agricultural  economists  ought 
to  look  iat  the  cpuntry  as  a  whole  and  find  out  what  is  the  best  use  for 
the  land  in  all  parts  of  the  country,  just  as  you, said,  we  don't  Jmow 
completely  the  best  use  of  the  land.  We*  probably- have  never  put 
together  a  study  of  [what  the  best  uses  jare  of  land  as  a  whole  and,  . 
since  it  is  a  commodity  or  a  resource  which  is  not  unlimited,*  perhaps 
it's  time  in  thi^  centiiry  ^when  we  are  looking  very  carefully  and  sur- 
veying the  finite  features  of  Mars,  to  take  a  similar  look  at  the  United. 
States.  When  we  do  this,  perhaps  Congress  ought  to  get  up'sdme  * 
variable  standards  for  what  the  most  efficient  use  of  the  land  is  in 
liie  region  where  it  is-and  ,th©  most  efficient  "Unit  of  productipn,  and 
then  possibly  Congress  might  employ  the  carrot-aiid-stick  to  maxi- 
mize that  production  consistent  with  njarket  needs.  It  would  do  so  by 
providing  certain  incentives  to  farmers  and  faimworkers  who  w^re 
formed  into  cooperatives  and  theise^  incentives  might  be  things  like 
loan  guarantees  and  other  federal  benefits.     -  " 

Conversely,  for  people  who  were  producing  in  to  inefficient  way, 
who  had  excess  land,  considerably  in  excess  of  those  flexible  norms, 
an  excess  land  tax  might  be  imposed.  They  have  a  choice  of  owner- 
ship or  not,  but  the  tax  would  tend  to  minimize  the  marginal  specu- 
lative advantage  they  might  derive.  ^  .  / 

If  they  chose  to  sell  the  land,  just  as  Congress  is  now  considering 
a  la'W  'wnicl^  the  National  Coajmon  for  Land  Eef orm  endorses,  to 
buy  the  eaccess  land  over  160-acrelimitations,  irioneys  might  bfe  made 
available  to  buy  the.  excess  land  over  these  variable  acreage  produc- 
tioi}'  standards.  That  land  might  be  held  in  trust,  recoffidzmg  that  it 
really  does  belong  to  the  fuSire,  that  is,  the  residual  interest,  and 
wheij  it  is  leased  back  to  growers,"*  farmers,  farmworkers,  it  might 
be  leased  back  in  ii  way  thai  is  consonant  with  that  best,  most  effi- 
cient; most  productive  use.  Tne  leases  might  be  made-on  long  terms., 
Nevertheless,  they  would  represent  the  'fact  that  the  land  is  a  precious^ 
ttnist  for  the  peopl^. 

Senior  Stevenson.  You  have  made  a-  point  which  hasn^t  been 
made  before;  We  have  giant  corporate  and  Conglomerate,  agri- 
business which  consumes  the  land  and  oftentimes  ta>the  disadvantage 
of  ,tlfti  small'  farmer,  tiand  in  an  amount  equivalent  to.  the  size  of 
Pelaware  yields  to  the  bulldozer  every  ^year  in  this  country.  It  is 
*  being  consumed  for  industrij^,  recreational,  residential  purposes. 
Without  an  inventory  5f'the  land,  we  don't  know  what  we  own;  we 
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ha?e  ^vthW°^rt?'  land;  and,  we  don't  as  vou  haVe  mentioned; 
nave  anything  remotely  resembling  a  national  land  use  Dolief  We 

^^f^^ ^"^^  ^""^  aglicultural^ericarSit^?a 


There  are  Jbme  efforts  afoot  in  Congrfess  to  try  to  ievelon  such  a 

H.'J? ^^'^  ^2P^  committee  wiU  be  able  to  advance 

th^e  efforts  through  affirmative  action.  •  -  """""s 

nnlv"!™!'^^  to  conclude  with  just  a  couple  of  rema^rks,  and  it  will 
only  occupy  another  few  minutes  of  your  very  patient  tiike. 

benator  Stevenson.  We  will  be  glad  to  have  them 
T  lias  given  yoaa  view  of  the  future .ahd 

L  Z  f       ^  ^l^-       ^        °^  the  past.  This  is 

m  my  testunony.  It  is  an  extract  of  a  hearing  conducted  V  the  Cali- 

fn;5^!i,fi^'^if^^'-r  .disaster  that  befell  tL  povltrj 

industry  after  Its  vertical  integration.  I  would  suggest  that  that 
disaster  is  imihinent  m  the  specialty  crops  and  in  tlfe  fruit  and  the 
■tree  crops  right  at  presept,  and  I  think  it  is  imminent. 
^MKlvhwlv  *^T*®-^  couple  of  things.  First  of  all,  in  1959,  a 

study  by  the  House  Agriculture  Committee  said  that  the  farm  los^- 
m  the  poultry  industry,  were  attributed  "to  the  rapid  development 
of  a  specialized  commercial  production  within  the  industry  and  the 
trend  to  contract  farming  and  integration." 

In  that  1961  study,  on  pages  6  and  7  of  my  .testimony,  there  is  a 
very  nicely  put  statement  that  I  will  just  call  to  your  attention  In 
the  end  of  it  it  points  out  and  really  crystallizes  one  of  the  differ- 
ences by  saying,  that  after  ajl  of  these  changes  the  growers  were  still 
^  not  making  money,  "apparently  because  the  integrator  had  no  real 
incentive  to  raise  wliolesale  prices  to  the  level  which"  would'  have 
brought  his  'hired  hands'  the  profit  from  sales  he  has  already  taked 
on  the  feed  he  supplied  to  them." 

Finally,  on  that  same  page,  I  will  quite  from  somebody  else.  They 
point  out  that  the  University  of  Calif ojffll,  exhorted  the  poultrymen 


to  get  bigger  tod  bigger  as  aii  ans\Wto  this  shrinking  <profits. 
The  report  continues :  """"^  .  > 

'  "And  'poultrymen  foUowed  iJtils  advice.  Profit  margins  kept  shrlnklne  and 
»it  took  more  and  more  eggs  from  more  and  more  chickens  to  supply  the 
operator  m^^s  family  with  a  living  wage."  yy  ^  ^  ^ 

5   That  isSiie  end  of  that  quote.  ^ 

A  lot  of  specific  testimony  has  been  presented  today  that  says  that 
IS  precisely  what  has  happened  in  this  industry.  We.  have  seen  large 
producers  fall  because  of  the  market''  and  because  of  the  credit  con- 
ditions, We^haye  seen  small  producers  who  are  hanging  on  for.  differ- 
ent reasons.  Finally,  you  have  seen  farmworkers  who  are  jnaking  a 
<;ourageous  start  with  assistance  and  who  are  making  it  in  this  system 
through '^proprietaty  ownership,  security.  ' 

I  would  like  to  say,  in  conclusion,  tW  the  more  I  look  at  our 
society,  I  think  it  is  sufl^ring  the  enormous  death  wish.  I  think 
everything  that  we  manmst,  from  the  pollution  of  our  rivers,  the 
polhition  of  our  environijieiit,  congestion,  the  preoccupation  with 
violence,  the  law-and-order  solutions  to  crime  rather  than  the  anal- 
ysis of  soqial  implication^,  the  fact  thkt  our  principal  industries  in 


the  United  States  are  to  produce  death  mechamsms,  essentially  mili- 
tary production  which  we  dump  on  all  the  world  as  opposed  to 
dumpmg,  let's  say,  the  surpluses  ol-our  agriculture  which  we  could 
give  away  to  a  greaterj^^nt  than  we  do,  thi3  death  wish  is  almost 
Bke  that  which  afflietea  the  mandarins  in  the  dying  period  of  China, 
it  is  like  the  decay  of  thfe  complicated  government  of  the  Byzantine 
Empire  as  it  shrunk  and  Sort  of  turned  into  itself  with  consumerism 
and  kind  of  an  epicuriaiiismV 

Ironically  last  week  we  found  that  the  administration  was  going 
forward  with  a  yital  contribution  to  the  enviromnent.  It  announced 
the  appropriation— not  appropriation,  earmarking — of  $5,6  billion 
for  a  reusable  space  shuttle. 

Senator  ^TEVENSON.  It  is  going  to  cost  a  lot  more  than  that. 

Mr.  Greene.  That  is  the  initial  estimate. 

Senator  Stuvensoi^^.  No,  not  even  the  initial  estimate.  The  initial 
estimate  is  $61/^  billion.  ^         ^  , 

Mr.  Gkeene.  Wow  !  I  must  have  been  reading  conservative  reports. 
But  this  makes  no  contribution  to  the  environment  and  it  is  a  fan- 
tastic dyain  on  our  resources, 

Tfiis  grandiosity  is  related  to  the  cotessal  things  that  were  built  in 
Kome  in  the  period  of  its  decadence.  It  is  related  to  that  stone  boat 
that  the  mandarins  built  when  they  had  to  defend  their  country 
from  foreigirlnvaders.        ^  » 

What  happens  to  tliese  societies^I  am  talking  about  the  govern- 
mental structure — ^is  that  they  gfndually  lose  sight  of  what  is  im- 
portant and  they  lose  contact  with  what  the  reality  is  and  then  give 
up.  The  mandarins  disappeared.  I  9,m  sajjdng  this  is  the  context  of 
^he  elaborate^  excellent  series  of  hearings  whichydur  committee  has 
courageously  developed  over  a  period  o?  years*  The  record  is  now  as 
long,  as  several  telephone  books  and  is  filled  with  sufficient  evidence 
to' demonstrate  just  what  must  be  needed  in  terms  of  legislation^  to 
finally  redress  this  horrible  imbalance,  this  inequality  m  the  pro- 
tection of.  the  laws  which  Jbef alls  the  t-vyo  lower  strata  of  our  rural 
society.  - 

It  is  my  hope.  Senator  Stevenson,  that  you  will  take  these  mes- 
sages of  these  3  days  back  to  Washington  and  consider  that,  for  the 
purposes  of  affirmative  legislation,  you  *have  seen  enough,  and  that 
you  will  take  this  awful  burden  on  your  back^  possibly  on  the  shoul- 
ders of  your  colleague.  Senator  Taft,  an(J  present  some  very  affirma- 
tive legislation  personally  to  rectify  some  of  these  problems  before  it 
is  too  late  for  the  family  farmer  and  for  his  colleague  in  poverty  and 
powerlessness,  the  farmworker.  1 

Thank  yoij.  .  ' 

Senator  Stevenson.  Thank  you,  Mr.  Greene.  , 
I  may  be  a  little  bit  more  optimistic  than  yqu-^If  so,  it  is  because 
you  and  others,  some  of  whom  have  appeared  as  witnesses  before  the^ 
Subcommittee  in  the  last  3  days,  have  joined  the  fight  that  men  like 
Dr.  Paul  Taylor  have  been  waging  for  longer  than  you  have. 

(The  statements  and  partial  summary  ]udgm(art^  submitted  by 
Sheldon  L.  Greene  follows:)  % 
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PART  I 

IIiLEGAL  ENTRANT  LABOR  '  . 

California  agriculture  has  always  depended  on  cheap 
foreign  labor.     In  the  I9th  century^  it  was  the  Chinese  coolie. 
Then  came  the  du^  bowl  refugees  who  were  replaced*  by  the 
Mexican  contract  worker,  €he  bracero,  the  commuter,-  and  now 
the  illegal  entrant.  . 

Agriculture  is  California's  number  one  businessw  grossing  . 

*■ 

6ver      4.5  billion  dollars  4;n 'sales  last  year./-  As  the  corner 
grocery  has  yielded  to  the  chain  supermarket  r  the  family 
farmer  has  surrendered  to  large  semi -automate<|  farm  factories 
in  many  areas  of  agricultural  production.    Recent  years  have  ^ 
seen  a  fuftfier  transition  as  substantial  cho3.dings  have  been 
acquired  by  conglomerates.    Pures:  Corporation,  for  exzunple, 
has  iicguired  considerable  farm  land  in  the  Imperial  and 
Salinas  Valleys  in  California.    The  United  Fruit  Company, 
known  for  Central  American  bfinana  plantations  and  oceangoing 
cargo  ships,  also  has  an  investment  in  the.  Salinas  Valley «  The 
concentration  of  agriculture  in  a  few  major  producers  is  shown 
by  the  fact  that  10%  of  the  farmers  control  70%  of  the  acreage. 
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The  significance  of  this  concentration  is  the  power  and 
influence  that  goes  with  it.     ;  '       ,  ^ 

In  the  fobd,  industry^  the  hardest  job  payis  the  least 
money,    A  wage  of  $5.00  an  hour  is  being  paid  Supermarket 
clerks,    production-line  cannery  workers  ezurn  piece-rate  and 
overtime  which  averages  as  high  as  $3;70  an  hour.  Super- 
market employees  and  cannery  workers  are, almost  totally « 
unionized.    The  farmworker,  however,  works  seasonally  under 
adverse  weather  conditions,  is  susceptible  to  pesticide 
poisoning  and  chronic  back  pain  frojn  stoop  labor, "yet  earns 
barely  the  minimum  wage.    Farmworkers'  hourly  earnings  have 
for  some  time  been  half  the  national  industrial  average. 
Excluded  from  unemployment  compensation'  and  from  the  pro- 
tection, of  the  National  Labor  Relations  Act,  farmworkers 
have  only  recently  begun  to  be  organiSied;  unions  have 
managed  to  organize  most  of  the  table  grape  industry  and  are 
just  now  beginning  to  make  inroads  among  lettuce  pickers. 
«^ 

The  Border  Violator  ^  ^ 
The  low  wages,  the  lack  of  job  security  and  the  pains- 
taking unionization  process  are  attributable  to  agriculture's 
success  in  obtaining  a  continuous  supply,  of  cheap,  abundant, 
often  illegal  foreign  labor.    The  most  pernicious  and 
extensive  category  of  alien  labor  Used  by  "agriculture  is 
the  border  violator,    in  1970,  Immigration  and  Naturalization 
Service  agents  identified  317,016  border  violators— nearly 
100,000  itvore  than  in  the  previous  year — with  over  113,000 
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illegal  entrants  apprehended  in  California  alone*    In  the 
twelve  months  of  fiscal  1971,  the  figure  had  plimbed  to  • 
420,126 — up  another  100,000  and  more. 

Since  it  i^,  estimated  that  tWo  or  three  go  undetected 
for  every  apprehension,  it  may' be  concluded  that  an,  illegal  ^  ^ 
labor  force  of  500,000  workers  competes  with  resident  laborers- 
At  a  time  when  overall  unemployment  in  the  United  States  stays 
around  6%  of  the  labpr  force;  the  impact  of  the  illegal  entrant 
in  areas  of  highest  saturation  may  be  dertvonstrated  by  the 
unemployment  rate  in  California,  reaching  7.4%  of  the  labor 
force. 

Harm'Done  liOcal  Workers 
The  impact  of  illegal  entrant  hiring  on  the  Soncyia  County 
agricultural  worker,  for  example,  is  revealed  by  comparative 
statistics  published  by  the  California  ^tate  Employment  Servi'ce 
for  August  1970.    August  is  the  initial  raonth^of  the  harvest 
season,  a  period  o£  maximum,  util'ization  of  the  labor  force.' 

The  following  graph  reveals-  the  worseiy&d  circumstances -of 

■ 

the  resident  worker.  -  < 
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notwithstanding  an  increase  in  job*  in  the  county,  and 
a  Specific  increase  in  agricultural  iohn,  the  labor  marjcet 
bulletin  for  that  period  reported  '*Joblessnesa  was  at  its 
second  highest  August  .level  on  reooyd*"     (Exceeded  only  by 
J.ft67.)    The  estiMted  nueiber  of  illegal  entrants  working  in 
Son9ina  County  in  August  1970  approMfoes  the  iijcrease  in 
unen^loyment  over  \he  previous  year. 

In  light  of  the.;«ttbstantial  increase  in  illegal-eiit*«j|t 
saturation  o^.the  doniestic  labor  marJcet  Reflected  by  the 
concomitant  increase  in  appreheneions  (37,000  border  violators 
were  apprehended  in  Koftheyn  CalilS^jiia  in  calendar  1971--a 
25%  increase  over  1970),  there  is  no  question  that  the  inoreaiHi 
in  labor  force  is  contributed  to  by  the  presence  of  illegal 
entrants  who  displace  resident  workers,  increasing  unew^loy- 
went  even  during  the  harvest  seasoii* 

The  wetback  problew,  currently  ^  epidemic  levels,  has 
ite  origin  in  the  bifacero  program,  w|i|t|; Texas  farmtfrs  refused 
to  meet  even  the  minimum  contract  standards  imposed  by  the  ' 
agreement  with  Mexico.    Wh«n  Mexico  refused  to  provide 
braceros  because  the  farmers  would  not  guarantee  minimum 
working  st;andards,  iWigration  officials  simply  opened  th|;v 
gates  and  let  prospective  workers  cross  into  the  United  ^pitmB* 
They  were  therf  technidaliy  apprehended  and  paroled  to  Texap 
farmer^  in  avoidance  of  tl^e  internationlil  agreements.  (Tha 

'practice^  still  continues  on^  a  small  scale,  for  work^s 
detained  asi-wi^tnesses  in  smuggling  cases  are  farmed  out  to 

^southern  Calif brnia. 'labor  contractore.)  ' 
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The  problem  is  no  doubt  heightened  by  the  fact  that, 
^between  1942  and  1963,  the  period  of  the  bracero  program/ 
4,5  million  Mexican  temporary  workers  were  exposed  to  the 
relatively  high  wages  paid  tuider  contract  on  American  farms* 

Government  Complicity 

The  Ppresident's  Commission  on  Migratory  I»abor,  which 

studied  the  bracero  problem  in  1954/  concluded/ 

■         ■  V 

^     The  United  States,  havirig  engaged  in  a  program  of 

giving  preference  in  contracting  to  those  who  had 
*  broken  the  law/  has  cncouracjed  a  violation  of  the 
imi:nigration  laws.    Our  government  ha^  thus  become  a 
contributor  to  the  growth  of  an  illegal  traffic  which 
jLt  has  responsibility  to  prevent. 

The  Eisenhower  Administration  agreed.    General  Swing,  an 
Army  friend  of  the  President/  was^ appointed  Commissioner  of 
the  Immi'^gration  and  ilaturalization  Service*    With  a,  commit- 
ment from  the  White  House,  backed  up  by  resources,  he  mbbiliased 
law  enforcement  officers  in  a  prolonged  sweep  resulting  in  the 
apprehension  and  return  to  Mexico  of  over  two  million  wetbacks  • 


Employment 

Operation  Wetback,  as  it  was j Willed,  was  matched  with 
affirmative  legislation  providing  wnalties  for  persons  ^ 
helping  the  illegal  entrant  cono  w  the  United  f5tatesff 
8  U.S.C.  S  1324  prohibited  the  hari^ring,  transporting,' 
concealing  or  directly  or  indirectliy  inducing  the  entry  of 
illegal  entrants  into  the  United. States.    But  Congress,  at 
^he  urging  of '  Conservative  agricu^i'ral  interests  a/id  their 
]reprefiontativos,  provided  that  employment  and  the  incidents 
of  employment  should  not  constitute  harboring. 


1997 

Jl   In  the  debates  the  sponsor  of  the  so-called  East  I7cxas 
Amendment  explained  that  its  intent  was  to  exempt  the  occasional 
innocent  employor^from  prosecution  in  its  application  or 
nonapplication.    Offering  omployraent,  no  qucationn  asked,  is 
.  surely  an  inducoraont.    Facilitating  transi>ortatipn,  from  the 
border  to  jobs,  providing  sequestered  housing  on  controlled 
entry  ranch  property,  ia  harboring..  But  the  employment 
proviso  has  given  carte  blanche  to  agricultural  employers 
td^ openly  contract  for  and  use  illegal  entrants  for  year-  * 
.ro|nd  and  seasonal  work.    Mindful  of  adverse  political  reaction 
anp  apprehensive  of  the  implications  of  the  employment  proviso, 
Border  i>atrol  of  Mcers  ^return  again  and  again  to  ranches  of 
blatant  of fencers  during  working  hours  and -pick  up  a  fraction 
of  the  workers  found  in  the  field*,  but  employers  are  never 
cited  and  their  agents  are  seldom  prosccut;ed. 

'A  recent  example,  which .attracted  thfc  attention  of  the 
national ^pross,  was  a  raid  on  the  Los  Angeles  food  processing 
plant  of  United  States  ^Jreasurer-designato,  Ramona  Banuelos. 
No  formal  action  was  taken  again'st  Mrs.  Banuelos,  although  * 
five  previous  raids  haj^  netted  illegal  entrants  in  the  employ 
of  her  cpmpany*. 


Growers  Openly  Use  Illegal?  '  ^ 

A  fia^^rant  exlhplo  of  the  use  of  illegal  entrants  by 
major  agricultural  employers,  and  illustrating  haj.f-hearted 
•nforcementv  was 'recently  documented  by  fqrmer  employees  of 
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the  Coit  Ranch,  a  1000  acre  table  griapc  .farm  npar  Fresno, 
Galifornia*'  Resident  employees  walked  'out  when  the  ranch 
owner  refused  to  acknowledge  demands  for  better  wagesv 
Johnnie  Witworth/  a  former  foreman r  tells  the  story  in  his 
own  language r       *  .Every  Coit  pickup  has  a  radio  and  when 
they  spot  the  Border  Patrol  they  first  call  over  the  air  ; 
to  every  other  truck  on  the  ranch  thdfc  the  Border  Patrol  is 
heading  in  whatev«!r  direction  it  i^B  going,  and  to  hide  all-  ^ 
the  wetbacks.    If  there  is  time /  they  toll  them  to  scatter  and 

♦  hide  in  the  fields.    If  they  ^on't  have  a  hiding  place  where 
the  men  are  working,  they  carry  them  in  Cost's  trucks  to 
the  noar«Ait  hiding  place,  even  if  it  is  on  someone  else's 
land.    The  radio  reaches  the  shop  and  the  machine  room  and 
the  welding  room  and  the  wetbacks  are  told  to  hide.    I  have 

^seen  this  happen  about  nine  times,  t> 

•♦One  morning  I  personally  counted  139  men  in  the  field  , 
that  I  know  were  wetbacks  who  got  away.    The  reason  I 
know  they  are  wetbacks  5jk  because  I  have  worked  with  tsvery 
one  of  them  or  'have  'ifetn  them  run  when  the  Border  Patrol 
came  and  the  wetbaclcs  hide.** 

Hitworth  confirms  that  the  Border  Patrol  never  bags 
more  than  a  few  of  the  illegal*.         *  .the  most  illegals 
I  have  seen  caught  at  one  ^imo  WJtre  13 .    On  ^le  day  they 
caught  the  13,  approximately  85  illegal^  were  working  there. 
The  planes  come  in  at  night  and  1  suspect  the  wetbacks 
come  in  on  them  because  they  replace  them  so  quickly^** 
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Bordei  violators  work  steadily  but  local  farm  workers 
«a?o  rejected.    Wit worth  reported  that  he  saw  seven  resident 
tractor  drivers  turned'  away  at  a  time  when  13  tractor  jobs 
were  hold  by  illegal  entrants. 

The  indictment  of  the  Border  Patrol  is  equally  stinging. 
Witworth  states,  "In  the  last  part  of  April*  when  it  was  still 
cold,  the  Border  Patrol  came  in  a  station  wagon  with  two 
officers.     It  was  5:00  p.m.  and  I  was  working  with  eight  to 
ten  wetbacks,  when  the  Border  Patrol  pulled  up  to  a  tree 
near  us.    The  irrigation  foreman'.  .  .took  tl^e  illegals 
away  in  a  white  Cpit  pickup.    The  Border  Patrol  was  sitting 
by  a  trco  watching  uo  about  300  feet  from  where  they  were 
and  did  nothing  to  stop  them  or  try  to  catch  any  of  the. 
wetbacks.'  I  have  never  seen  the  Border  Patrol  sto|>  and  talk 
to  tractor  drivers  during  a  raid.    Sometimes  when  the  Border 
Patrol  comes  in  the  ranch  from  Adams  Avenue  the  spotters 
4on»t  see  them.    When  that  happjpns,  the  tractor  drivers  don't 
run.    They  continue  to  work  and  the  Border  Patrol  drives  on 
by.  .  .Along  about  the  f^rst  part  of  June^  I  was  returning 
home  from  work  on  the  Coijb  Ranch.    I  saw  a  Border  Patrol 
car  parked  with  one  man  at  the  corner  of  California  and 
Highway  33.    I  stopped  and  asked  him  if  they  were  raiding 
tWCoit  Ranch*    He  said  ^Yes.*    I  told  hiitf  he  could  catch 
all  the  wetbacks  by  hitting  the  clock  on  the  ranch  at  5:40 
a.m.  on  any  given  day.    He  told  me  to  mind  my  own  business, 
that  he  know  how  to  catch  the- wetbacks . " 


2000 

U.S.  Won't  Prosecute  *  * 

Consistent  with  the  iittitude  of  the  Border  Patrol,  no  pros 
ecution  of  Coit  personnel  has  resultcfd  although  ^he  multiple 
affidavits  showing  clear  violations  of  S1324  were  presented 
to  the  Federal  Attorney's  office ♦  ■  ^ 

^he  Witworth  affidavit  is  corroborated  bjf  10  other 
formef  workers  and  an  attorney/ all  eye-witnesses  to  one 
or^xnoro  Border  Patrol  raids.    The  documentation  of 
illegal  entrant  use  on  the  Coit  Ranch  io  unique  since 
'  domestic  workers,  easily  intimidated  and  fearful  of  blacH*^ 
ball  by  employers,  arc  reluctant  to  speak. 

Although  a  decade  has  elapsed  since  the  Texas  incidents, 
the  scenario  has  not  changed;  employers • uoo  alien  workers 
to  displace  domestic  workers  and  prevent  unionization  while 
fedoraX  bffic'ials  passively  cooperate.    The  failure  of  the 
government  to  hold  employers  responsible  has  compelled  resi- 
dent workers  arid  their  attorneys  to  take  the  initiative  in 
the  courts.    A  suit  filed  against  multiple?  employers  of 
illegal  entrants  including  Fresh  Pict  Foods,  national  dis- 
tributor of  frozen  foods,  is  one  such  case.    Colorado  farm- 
workers charged  Fresh  Pict,  a  major  national  supplier  and 
'  other  farmer  defendants  with  using  illegal  entrants  in  lieu 
of  resident  workers.    One  worker,  ^Alfonso  Florcs  Huorta, 
charged  that  he  had  worked  for  one  defendant  since  1953.  He 
agreed  in  June,  1970,  to  weed  sugar  be'6ts  for  $10.50  per  aere. 

\       ■■  ■  ■ 
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Wheii  ho  arrived  at  work  ho  found  a  crew  of  ill,cgal  cntranto 
on  the  job  and  was  told  that  he  would  not  ho  needed*  The 

,  complaint  also  alleges  that  illegal  entrants  jdopreos  wages . 
Resident  farmworkers  were  ^t>£ten  compelled  to  work  for  under 
$1.05  an  hour  in  J.969.   .  o  * 

pth*r  examples  abound «    Zuckcirroan  Farms  r  for  example, 
raises  asparagus  on  an  island  in  the  delta  of  the  San^ Joaquin  * 
River  which  empties  into  San  Francisco  Bay*    The  rich  river, 
bottomland  is  reached' by  a  Wittgo^  built  by  the  California 
Highway  Department.    Access  to  the  island  is ^controlled  by 
the  grower,    illegal  entrants  have  been  steadily  supplied 
to  iuckorman  Farms  by  one  labor  contractor.    The  workers 

.live  on  the  island  in  housing  built  originally,  for  braccroo 

and  soldcSn  le.avo.    Zuekcrman  Farms  has  always  been  a  fertile  - 

source  of  illegal  entrants  fot  Border  Patrol  officers  oven 

k  '       •  . 

though  spotters  regularly  provide  warning  to  illegal  entrants" 

that  work  in  the  fields.^    Illegal  entrants  arc  regularly 

employed  to  harvest  asparagus  in  spite  of  the  farm's  proximity 

to  StocJjtonr  one  of  the  highest  areas  of  impacted  unemployment 

in  the  nation.  ,  . 

Xllegals  Abused 
Despite  the  high  pay,  life  is  not  rqsy  for  wetback 
workers.    In  Washington  in  the  Yakima  Valley  suppliers  to. 
Del  Monte  are  reported  by  the  Center  for  Community  Change 
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'     •  *  '  »  *  I*" 

to  actually  physically  abuse  illegal 'Entrants,  driving  '.^ 
them  at  an  intense  p^ce  under  pain  of  apprehension ^and 
deportation.    In  i^y^ing  a  regular  liser  of  illegal  entrant 
workers  maintains  a  special  dormitory  for  those  who  are  less 
acti'v^e.    Boyrder  Patrol  offi9i§ils  regularly  raid  thatT  dormi-' 
^ry  but  nev^rN^touch  the  one  where  the  good  workers  live* 
Because, they  can  be  pushed  to^their  physical  limits  without 
Comi>laint,  live  oh  the  ranches  and  make  no  trouble,  the 
violators^  often  get  the  ^ull-tim^  jobs  working  the  cultiva- 
tion cydle  -from  pruning  in  the  winter  through  springtime- thi^n 
nihg,  and  finally  the  suiufner  harvest. 

^       Urban  Employment  . 
But    illegal  entraiXt  use  has  not,  is  not,  and  never 
has  been  restricted  to  agricultural  employment.    They  can  he 
found  in  equal  numbers  in  canneries  ^or  in  urban  employment 
where  they  work  as"  furniture  m^era,  garment  workers,  dish- 
washers, bus  boys  in  a  spectrum  of  invisible  menial  jobs 

paid  marginal  wages.    In  1954,  331,000  illegisil  entrants 

■  J  ■        ■  .  . 

were  apprehended  in  the  City  of  San  Antonio.    In  the  spring 

o*f  1970  apprehensions  in  Los  Angeles  were  at  the  rate  of 

400  to  500  per  Say,  9^0%  .of  which  were  employed. 

.      ■  -y    ■  .    ■■        ■  ■ 

^  ^  Poor  Enf orce|nent 

<Exploitatidn  of  illegal  entrants  by  employers  is 
'  ^  0       ^     :  .... 

matched  by  an  ambiguous,  record  jOf  federal  law  enforceitvent  • 


On  the  affirmative  side,  about *50  million  doXlarsr  half  the 
budget  pf  the  INS,  is  spent  On  1:he  identification  and  expuX*-. 
aion  of  immigration  violators*    The  bulkf  of  the  Border  Patyol  . 
is  allocated^to  2ureas  contiguous  to  the -Mexican  border  where 
the  preponderance  bf  'the  .violations  occur.''    The  expulsion  of  • 
almost  a  quarter  of  a  millio^  violators  in  1969  is  indicative 

of  ic  certa;Ln  earnestness  and  efficiency*  , 

'  •  ■  \  . 

apprehension  alone  could.be  equated, With  deterrence 

the  program  would*"  be  effective,  but  regrettably,  such  is 

Ik  -      ■  ^  ■ 

not  the  c^e..  Ostensibly  in  ordep  to  minimize  the  costs  of 
detention  and  to  avoid  prolonged  l^earings,  rllegal  entrants 
are  retiirned  to  the  border  with  Sispatch  and  in  a  matter  o^ 
days 'are  placed  on  chartered  buses  which  transport  them  to 
their  home  regions,  in  Mexico  at  government'  expense,  Statis- 
tically  only  one  in  200  illegal  entrants,  all  multiple 
returnees  or  those  involved  in  smuggling,  face  criminal 
prpsecutipn.  -  Iiess  than  S%  are  subjected  to  foirmal  deportation 
pacoceedings ,  aJtthough'  that  administrative  procedure  usually 
is  a  formality,  a  ten  to  fifteen  minute  process. 

Short  of  economy,  the  expedient  return  policy  has  little  ' 
to  commend  it  and  is  £n  fact  the' revers^il  of  the  "effective 
detejttion  policy  of  Operation  Wetback.    In  the  «Pif ties,  because 
of  limited  transportation  facilities,  illegal  entrants  waited 
without  work  in  caunps  foa:^  matter' .of  weeks.    Many: finally 
endured  a  leisurely^  if  uncomfortable  voyage  to  Mazatlah  in 
a  converted  freight|r.    The  three-weiek  detention  time"  i« 


-12- 


ERIC  .  . 


V  2004 

saiO^by-iininigrhtion  authorities  to  have  beerTa  substantial 
deterrent  toVretUrn.        .  \ 
•  In  contrast/  a  quick  trip  homel  to  see  relativefs  at 

federal  governinent  *  exper^se  ha ^  little  deterrent  effect, 
''if  anything,  it  is  an  incentive,  to  bmployment  in  trie  United  ^ 

States*     It  is  moreover  subject  to  abuse.    Recently  t^o  border 
violators  were  apprehended  in  the  United  States  before  the 
bus^a^  reached  il:s  destination  in  Mexico  •  *  Drivers  ar^  ^ 
similarly*  known  to  make  the  return  trip  to  ^the  border  Wth  a 
'   load  of  illegal  entrants.    AVare  that  the  only  risk  is/th^J:-  — 
'       apprehension  and  return,  enterprising  '{Mexican  nationals 

don't,  hesitate  to  cross  the. border,  iured  by  jobs  which,  pay* 
*  up  to  as  times  th^  J^4exican  wage .  •  n 

Immigration  .authorities  explain  that,  civil  rights  laws  ' 
«    and"*  the  potentitil  o£  multiple  prolonged  deportation  hearings*^ 
stimulated  by  ^.mmigration  lawyers  are  further  reasons  for 
the  expedi^ny return  policy.  .  ifj!^  validi.ty  of  this  , suggestion 
'    ♦       is' untested.    Agents  Seldom  make  a  mistake  in' detaining 

persons  who  are  lawfully,  in  the  country.    Mistakes.^e  -promptly 
rectified.    Moreover,  illbgal  entrants  seem  willing  to 
.volu|tarj^ly^  acknowledge  that  they  are  unlawfully  in  ti>e^  ^  , 
country.    First  offenders  would  certainly  da  so  in  re^prn    ^  ^ 
for  a  waiver.    It  is  questionable  whether  they,  would  accent 
a^elay  in  coming  to  trial  and  at  the  same  time  be  prepared 
to  pay  several  hundred  dollars  in  attorneys' ..fees  on  a  flier  ' 
that  they  could  ^ossibij;  remain  in  the  country. 
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The  failure  of  the  current  poilcy  •to'^deter  entry,  reflects 
either  complicity  or  an  urgent  nG6dU*to<  change  it,  or"  both, 
A  lack  lof  funds  is  an  insufficient^  ground  if  public  officials 
.fail  to  request  from  Congress "tho  noedod  resources;  The 
influence  of  iobUyists  whtf  support  illegal  e'ntrants  is  both, 
invisible  and  apphrent.    in  California , support  for  illegal 
ntr^t  use  is  strongest  in  agriculture,  the  most  influential' 
industry  ift  the  State.  '  -  ' 

•  "  Abuse  of  Visitor  Passes  ' '        •  > 

"  ,The  illegal  entrant  problem'-is  magnified  by  a  further 
.concession  to  the  willful  or  indifferent  employer  of  illegal 
ent,^ts  which  exceeds  the  prior  collision  with  Texas  farmer^. 
The  immigration  laws  provide  for^  the  issuance  of  a;  pasp  which 
authorizes  an.alien  resident  pf  a  contiguous  country  >to  enter'  ! 
the  United  States  for  a  maximum  of  72  hours  within  25  miSLes 
-of  the  border.    This  pass,  the' 1-186,  issued  to  over  two 
million  visitors  for  business  or  pleasure  in  lieu  of  a'  visa,* 
is  intended  to  simplify  procedures  and  to  recognize  the 
intorrxelationships'  of  contiguous  communities  straddling 
the  border.".  There  is  evidence,  however,  that  it' has  instead  . 
become  an  ex&edient  document  of. admission  for  petsons  who 
come  to  the  Ui^Lted  States  to  seek  employment.  ;  Pajs-holders  ■ 
cross  through  regular  inspection  points  then  return  the  '  ' 
1-186  to  Mexico  fjy  mail  and  proceed  beyond  the  ^5-mile"  limit. 
If  apprehended  th^laim  illegal  wantry  to  -avoid  sevocatipn  • 
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of  the  72-hour  pass.    Despite  the  likelihood  ;^^f  abuse y  the 
border  crossing  card  is  issued  without  duration ♦    ^lo  finger- 
pfintp  arc  taken  of 'applicants  for  the  1-186  pass.  Nor 
does  the  INS  take  the  trouble  to  obtain  fingerprints,  of 
illegal  entrantcT'apprchcnded  by  them.    Therefore  it 
dfffieult  to  matcti  apprehended  aliens  with  INS  card  holders* 
for  the  purposes  of  revocation.    Nor  are  border,  violators 
detained  lon^^enough  in  most  cases  for  search  of  records  to 
determine  that  apprehendedvborder  violators  We  alsg  posses- 
sors^^of  the  It186.    Olie  provision  of  the  law  that  requires  .  ^ 
the  aliqn  to  catrry  his  entry,  documents  is  not  enforced. 

Moreover,  of  the  two  and  a  quarter  million  passes  o 
p3ce8entay  outstanding,  substantial  numbers  have  been  issued 
to^rsons  residing  in  areas  remote  from  the  border  with 
.little' likelihood  that  the  card  would  be  .used  other  than\ 
to  facilitate  entry  for  employment. purposes •    Fourteen  \ 
thojisaij^  such  catds  are  issued  each  month,    tfhe  Immigration 
and  Naturalization  Service  is  not  fully,  to  blame  for  this 
gap,  for  control  of  issuance'  is  largely  in  the  hands  of^  V 
State  Department  consular  officials  whpse  .prdorities  possibly 
do  not  •include  th*e  prote^ion  of  resident  low^income  workers 
in  the  United ''states  •    Thd  initial.,  establishment  ot  the 
I-1&6  as  an  alternative  to  a  visa,  the*  apparent  l^ity  in 
issuance,  the  lack  of  dujpation  and  the  failure  to- revoke 
'greater  nunibers,  all  reflect  the  creation  of  a  back  door- 
bracero  progf am'*t6  benefit  employers  lit  the  -expense  of  the 
re»iden|;  poor.  '      .      *  ^       ^  „ 
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•Smugglers  and  ^Marijuana      ,  » 
tfKoao  who  don't  havjo  a  pass  7rcly*  on  cxpcnsivo* smugglers. ' 
Smuggling  hats  increased  alarmiifgly  in  acocent  years  and  is  a 
profitable  business*    lll'egal  entrants  are  often  transported 
by  thd  truckload  at"^  a  cost  oJ^  two  to  thtpj^  hundred  dollars 
•per  head,^   rilcgal  drugs  are  sometimes  brought  along  to', 
increase  profits,.    The  underground  railroad  of  ageptf  starts 
with  the  hustler  in  the  Square  pf  Juarez  and  ends  in  a , 
Spanifi:h-sp6aking  employment  office  of  Ifibor  camp  far  in  the 
»  interior.  .  ' 

Ap;^reheTitiiA  smugglers  are  prosecuted  consistently >^ut 
receive  nominal  jail  terms  or  suspended  sentenq^oa4  C<?mmon 
two- or  three  month  SGntcncqs  belie  the  seriousniDSjS' of  the 
problem.    Not  only  does  the  smuggler  *=^take  jobs  awaV  from 
American,  workers  but  the  high  price  he  gets  for  the  trip  . 
across  IJhcj.  border  carries  no  guarantee  of  worJ;'or  eVfin  arrival-. 
For  mAny  illegal  entrants  tjioir  expectations  are  aborted  .Jjy 
the  Border  Bat rol  which  maintains  regular  traf fic?\i2tBpc5^bions 
on  priiybipal  rpads  leading  away  froii  the  border.    £5ome  meet 
death  as  d*i^  six  wetbacks  when  the  truck  .ijn^w^ch  they  wore  ' 
being  trai^sported  turned  over  as  the  djcivcr  attempted 
to  outrun  tjie  Border  Patrol.  *    '  * 


Legal  Proces&  Ignored  ' 
Although  the  braccrb  program  was  terminated/  as 
indicated,  in  1963/  Congress 'novortheles? j provided' a 
legal  meaA  for  obtaining  workers  'in  the  event  that  the 
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donestic  labor  supply  proved  Inadaquate.    [8  U.S.C.  S  1101 (a) 

U 


(15) (H) Conaiatent  With  the  atatute,  regulationa 
adopted  by  the  Department  of  Labor  (2ft  C.P.R.  560.3-6r  2t)  C.P.R. 
S602t1(I)  established  coijdition*  for  th«  importation  of  perma- 
nent or  temporary  worJcera  to  minimize  harm  to  resident  wprkere. 
An  employer  requesting  a  certification  authoriiiing  the  use 
of  a  apecified  number  of  temporary  alien  workers  must  first 
demonstrate.^  the  Department  of  Iiabor  that  he  has  madji  a 
substantial  effofct  to  xecruit  domestic  workers  without  suc- 
cess.' He  mugt  have  offered  housing r  Workmen's  Compensation  . 
^  Insurance  and  a  guarantee  of  ^at  leait  three-quarters  of  the 
work  days  of  the  pi^tiod  of  employment  at  an  adverse  effect  - 
minimum  wage*  ^ The  wnployer  must  also  demonstrate  conformity 
with  st&te  and  local  health,  housing  and  wage  and  hour  li^ws. 
lb  mast  be  shown-  tehat  the  workers  will  not  be  u^sed  to  inter- 
fere in  labor  disputes.    Finally,  the  applicant  must  not 
during  three  years  prior  to  certification  have  employed 
illegal  entrants  **unless  the  employer  demonstrates  that  ^ 
he  did  not' know,  had  no  reasonable  groundsito  suspect/  or. 
'  could  ^not  by  reksonable  i^quiary  have  ascertained  that  the 
«    alien  worker  was  not  lawfully  in  the  United  States.**    8  U.S.C. 
$1184{c)  knd'8  C.F.R.  $2U^Hh)(ii)  impose  the  affirmative, 
duty  on  an  employcfr  tio  petition  the  INS  for'  prospective  / 
alien  workers  and  to  first  obtain  a  certification  from  the 
Labor  Department  that  the  domestic  labor  supply,  A  inadequate. 
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Until  1967,  the  Labor  Department  officials  in  California 
regularly  certified  the  importation  of  thousands  of  braceros 
for  use  at  the  harvest  pc^k/  based  upon  questionable  compliance 
with  these  regulations.    Litigation  tiled  againot  the  Labor 
.  popartfent  in  li)67  resulted  in  enforcement  of  the  regulations' 
and  the  denial  of  further  applications..:  since  then,  the*  ' 
employers  have  universally  ignored  the  petition  process,  ■ 
cireuinventing  it  through  the  importation  and" use  of  illegal 
entrants. 

Mo  Help  From  CourtV 
The  courts  have  failed  to  provide  resident  workers  with 
relief  from  the  illegal  entrant  blight.    A  state  court  of- 
appcalfl  in  a  definitive  decision  acknowledged  that  workers 
have  a  right  to  sue  employers  but  refused  to  grant  an^ln^unctlon., 
blaming  the  "self-imposed  impotence  of  our  national  government" 
for  the  failure  to  bar  the  illegal  worker  from  effli)lDyment. 
(Diaz  V.  Kay-Dix  Ranch,  9  C.A.'Sd  588,  88  Cal.Rptr.  443  [1970])  »  ' 

L  ^ 

state  Legislation  Enacted 
In  the  fall 'Of  1971,  California  became  the  firat'^tate 
to  prohibit  the  knowing  employment  of  illegal  entrants  wh.en 
it;  ha«  an  -adverse  effect  on  resident  workers.    The  mcasujfe  ^ 
provides  a  penalty  of *$200  to  $500  for  each  offense,  and 
fujfther  provides  tliat  the  criminal  sanctions  shall  not  be  a 
bar  to  a  civil  suit  brought  by  displaced  workers.    The  new 
law,  Labor  Code  S  2805,  passed  the  legislature  with TSipartisan 
support,^  was  signed  by  Governor  Reagan^\^sr  the  objectVon  of 
powerful  manufacturing  and  agricultural  lobbies,  and  t^ kes 
fittmct  Vnhrunvy  1,  1Q72.  *  o 


2010 

PART  l4 

ADMITTANCE  OF  COMMUTER  ALIENS 

The  hiatory  of  admitting  illegal  entremts  to  licco»od«te 
employer*  has  i€s  counterpart  in  the  growth  of  the  cbmuter 
worker.    Despite  high  unemployment*  in  the  United  State<l#  th^ 
immigrfttitjn^and  Naturalization  Service  admits  a  minimum  of  x 
50,000  non-residont  aliens  who  regularly  enter  the  country 
without  a  valid  visa r  solely  to  work.    Called  •*coiMauter8, " 

these  aliens  were  at  one  time  issued  a  permanent  residence 

.  ■ 

visa  but  cbntinued  to  reside  in  a  contiguous  foreign  country, 

entering tthe  United  States  daily  or  seasonally,  although 
•   '     ♦  ' 

,  th^ir  vi'sas  expired  four  months  after  issuance.    The  extra- 
ordinary anomaly  is  tliat  tl^e  6omrautcr  is  permitted  by  the  INS 

»to  enter  without  any  statutory  or  regulatory  authorization 
from  CongresTB. 

In '1968,  the  Department  of  Labor  completed  an  intensive 
study  of  the  impact  of  the  commuter  on  the  domestic  worker, 
for  the  Select  Commission  on  Western  Hemj.sphere  Immigration. 
The  study  showed  a  conclusive  correlation  between  low  wages 
and  unemployment  and  .  the  use  of  commuter  workers.    As  with 
wetbacks,  the  survey  showed  that  •^commuters  work  most  often 
,* 
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in  the  lowest  skilled,  most  menial,  and  lowest  paid  jobs; 
seasonal' farm  work,  maids,  kitchen  helpers,  sales  cletks,  ' 
sewing  machine  operators.**    Wagiis  in  Texas  border  areas  where 
commuters  are  used  were  more  than  30%  under  thq  rest  of, the 
state.  '  '       '  ^ 

Similar  conclusions  were  reached  in  thet  Imperial  Valley*, 
the  rich  Galifocnia  area  contiguous  to  the  Mexican  border. 
Unemployment  was  found  to  be  >1bwice  the  average  rate  for  the 
entire  state*  ^ The  stiirk  testimony  of  farmworkers  confirms 
the  conclusions  of  the  Select  Commission:    On  their  return 
from  seasonal  work  in  the^  north ,  ^Ae  commuters  d'isplace 
resident  Imperial  Valley  workers^-    Moreover,  as  the  commuters  ' 
return,  employers  offer  20  cents  less  per  hour. 

The  commuter  •  s .  sole  authority  for  enfcry  is  a  Form  I-IJ^, 
Alien  Registration  Receipt  Card  (commonly  known  as  a  "green 
card,**  althpugh  blue),  issued  by' the  Immigration  and  Naturali- 
zation Service  as  an  informal  document  of  entry.  Considering 
the  tangibility  of  this  group,  and  its  material  impact  on 
'domestic  worker?}  with,  whom  they  compete,  it  is  extraordinary 
that  the  INS  has  permitted  the  pract'ice  to  contaue,  although 
the  last  regulation  indirectly  .authorizing  commuter  entry 
was  rescinded  by  the  Agency  in  1952.    In  fact,  current  regu- 
lations limit  the  use  of  the  1-151  for  re-entry  to  an  alien 
if}ho  is  '^returning  to  an  unrelinquished^lawful,  permanent 
residence."  (8  C.F.R. *S  211.1[b) [1] ) .    One  provision  of  the 
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regulation  eveh- oxprcsaly' excludos  any  gircen-card  hoOder  , 
•who  is  entering  with  the  intent  to  work  at  the  situs  of  a  . 

labor  dispute.  - 

The  regulation,  if  not  .the'  practice,  is  consistent  with 
8.O.S.C.  S  1181,  its  .tatutory  basis."  Until  1965,  tenuous 
language  in  that  provision  afforded  at  least  philosophical 
justification  for  commuter  entry.    Subsection  (a)  then  permit- 
ted, and  still -permits,  admission  of  a  persoiT  only,  if  he  "has 
a  Talidji  unex]^ired  immigrant  visa."    -  Subsection  (b) ,  however, 
provided  that  "aliens  lawfully  admitted  for  permanent  resi- 
dence who  depart  from  the  United  States  temporarily"  could 
re-«nter  on  presentation  pi  informal  docujitents  of' entry,  such 
as  the  1-151.    The  INS  reasoned  that  the  commuter,  having, 
oace  been  acco?aed  the ."privilege  of  pormahent  residence, " 
was  still,  entitled  to  enter  the  couiltry. 

In  1965,  Congress  deprived  the  INS  of  that  rationaliza- 
tion.   The  ensuing  change  in  8  O.S.C.  S  il81(b)  was,  of  course 
a  minor  faCot  of  a  new  immigration  law  which  replaced  the 
national-origin  quota  system  with  a  Labor  Department  affirma- 
tive certification  process  limiting  the  entry  of  alien  workers 
to  those  who  might  be  absorbed  without  damage  to  the  economy 
■  and  the  resident  labor  force.  ^  By  the  change,  Congress 
indicated  its  intent  to  strengthen  "safeguards  to  protect 
the  Xmerican  economy  from  job  c6mpetition  and  from  adverse 
working  standards  as  a  consequence  of  immigrant  workers 
entering  the  labor  market."  ■ 


.2013  ' 


"  .  Undor  the  now  law,  paeh  prospective  cntzslnt  had  'to" 

obtain  a  certification  from  the  Goerctary  of  Labo.r  that  the  - 
supply  of  wo<kcro  in  the  field  in  which  ho  .would  be  employed 
was- inadequate,  and  tha.t  his  entry  into  the  labor  inar)Ast 
would  not  advoracly  affoct^tho  wagca  a*nd  working  conditions 
.    of  similarlf-eraploycd  local  workers. f 

The  prcviQualy-montioncd  change  of  8  U.S.C.  S  1181(b) 
•  servqd  the  Act's  purposea  in  oliminatiing  the  veiry _l,angifago  " 
Which  the  INS  claimed  jiatificd'tho  admiosion  bf  commuter 
aliens.    As  amended,  8  U.S.C.  S  1181(b)  rootrieted  informal 
entry  to  "roturning  roaidont  Ltakiqrnni'^n«~-flnfir.nA       8  U.S.C. 
.  S  1101(a) (27) (B)  aa  "an  intmigrant  lawfully  admitted  for 

pbfmanont/^Qai.denee,  who  ia  returning  from  a  temporary  visit 
-  abroad."  '^he  atatutory  iofinition  of  rosidcneo,^  aa  the  J  * 
"placo;of  general  abode  .  .  .  hia  prineipal,  aetuai^dwelling  - 
place  in  fact,  without  regard *to  intent,"  road  wi€h  the  ■ 
amendments  to  s  1181(b),  un-ombiguoualy  cxeludad  the  commuter; 
^woiker.    NO  distortion  of  tlie  Bnglioh  lailguage  eoul,a  result 
In  finding  that  t^io  eomsjiter  was  entering  feh6  Onitce^^  States 
after  a  -temporary  yviait  abroad  to  return  to  his  prineipal,  ' 
•otual  dwolling  pkaeo.    Ra,tlSjr,  tho  eoramuter  was  simply 
leaving  his  foreign  homo,  ojltoring  the  United  .States  simply 
to  work.  .  ^      ,     I  , 


n,it-l^,i^4.u'J''^l  ^  ^i^?***!  '^*' •  Pro-igCSoianguagb  had  pot- 

*V*'.,?"*'''^.°£  inytiigranta  unloss  tho  fleerotary  of  Labor 
SI  S<-L"Vfi^"^.f  i??**  t  ^S^al^JSKS-ra  (Act  of  JuL  277  1952, 
«6  Stat.  182,  ch.  477;  <fitlth>2,  ch.  2,  S  212).  - 


h  U.S.C.  S  1101(a) (33) 
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AfteV\3.965r;,the  ^qdrraauter  was  not  siTuply  lacking;  in  ^ 
.statutory  aiathority;  ratter,^ the  practice  was  prohibited'. ^ 
Why,  ,  then,  did/ the  INSi^^^ontinueVlthe  policy?  »Th4  .complexi^  of 
.  abruptly  terminatiiig  the^  entry  ^  privilege  <3?f  so  la^ge  a  ^as«  • 
^  is  one  explanation.    Another Xs  thsh:  the  INS  continued  th^;  " 
"  status  to  provide  at  isu>stitute  f or  the  terminat^  bracero  ' 
*  program The' connection  between  bracero-using ,  farmers  and 
the  commuter  has  been  described  by  dbservers*  California 
farmers  provided  multiple  offers  of  permanent  employment^  , 
^to  braCeroSr /facilitating  the  issuance^>f  permanent-residence 
vxsas«  v<'Thousands  of  labor  certifications  were  issued  on  ^f alse 
r^presentatiofts  by  agricultural  emplQ^j^ers  that  peltm^nent  jobs  \ 
wex'e  available  to  the  applicants'.    How  many  green  cards  were 
xssueol  undfer  these  circumstances  is  conjectural..    As  statSdi 
the  <INS  ' has  ,i4enti^ed.  50,000  aliens' who  are^recognized  as 
commuters  by^a  groromet  through  their  identification  cards. 
Those  wfio  have  bepn  idehtified  possess  essentially  a  mere 
permit  to  work  in  the- United  St^Lt^is.    They  must'  provide  proof 
,\of  continued  employment  in  the  United  States  every ^Lx  months. 
If  a  commuter  ceases  to  be^  employed  for  .a^full  six*inonth  period 
his  privilege  of  entry  is  deeried  abandonea  and  he  is  excluded # 
-    Sighificemtlyr  »no  xoeutter  how  long  the  commuter  has  the  "privi- 
lege"  of  perjaknent.  residence »  he  will  "be  denied  -  the  right  to 
natuiralization  unless  he  first  establishes  actual  residen<^ 
in  the  United  States  for  a  full  five-year  period^.- 


^Matter .of  M. p. S.;  8  X  *  N  Dec*  209  (1958).  . 
^In  re  Correa,  79  F.SiJpp.  265  (W.D.  Texas,  1948)* 


/  ^     ' .    •  .     .      Li1:iaatioa  Fails  ^  *  * 

PredictaBly,  organized  labor  has'twice  attempted  to 
..iitigate  the  coimntiter  out  of  existe.nceV    When  conmiut6rs  were  ^ 
...used  to  break  a  strike  at  a  Texas  meaji-spacking  £>Xant  in  1960; 

s  '  '■ '  ■  -     ,  %  V . 

-the  raeatcuttgrf  «|  a  .cerUfication  ' 

.         a  lal)9r  dispute  .fr^^^  thq' Seip^tary  of  Lgbor^  w^ich  pro- 
hibited  the  use  of  alien  workers  ±n  the  struck  plant.  The 
INSr  hq^everr  refused  to-ajjply  the  certification  to  eKclude\  - 
^   coinmuter  Vorkers,    The  union  theji  went  to**court,  obtaining 
an  injunction^ to  compel:  their  exclusion.  •  ' 

> '    ■  .  . ;  ■        4-  ■ 

-        ^      The  Qourt, determined  that  commuters  met  none  of  the 

.  •     statutory  definitions  of 'immigrant,  and  were  theref ore' non- 
*      .    .  •  ->  ■  >        ^  4  ' 

^  imma.grantsr  as  defined.  piBM.s^c,  S  lloaCa)  (IS)  (H)  (ii)  .  - 

Thte  court  cont2luded.'that  to  admit  the  commuter >o  work  at  a''  i* 

»  ■  *"  .  •  ■  ■  ■ 

^   struck  plant  would  "make  a  shambles"  of  8  U.S.C.  S  lioi  (a) 

(15){H)(ii),  which" was  enacted. "to 'assure  strong  safeguards 
'  •   for  American  labot. "     .  . 

'     Amalcramatfed  Meatcutters  *  should  have  resolved  the 
question— if  not  at  the  trial'  court  level,  at- least  .on  appeal • 
[However;  the  XNS  chose^not  to  appeal  the  case»^  Sixtaiarly/ 
.  v  they  chose  not  to  observe  , it, ^limiting  the  scope  of  the 

opinion  to  the  specific  TexAs  labor  dispute,  whicli  had  ended.  • 

Not  content^with  the  outccane  of  Arft^lg^ated  Meafcutters , 
labor  licke? its  wounds  anU  tried  again  in  1964*^  ^This 
time*  the  doiri  fell  o»-  the  other  side,  and  the  court  ruled 


V  ^  toalgamated  Meatcutters  and  Butcher  Workmen  v,-  Rogers, 

r.Supp.  114  (D.D.C.  1960).  '. —  ^'=^-  ^ — 

■   .  2  ^  ' 

TfxaaAFL-CIO  v.  Kennedy,  330  T.2d  217  {D*C.  1964). 

•  ■  ♦  «  ■ 

•   ;  -24-     *       .  ' 
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that  the^union  lackedHyeii  standing  to  challenge  the  commuter 
policy.      Whil^  avoiding  the  case'^  the  merits  #  the  judge 


nevertheless  criticized  t>»^''^previous  decision,  asserting  that 
it  was  not  good  law.    Reasoning  tjtat  the  status  thbusands 
of  coromuters  could  not  Be  adjudicated  respect  to  the 

entire  class,  the  opinioh  •seeraiiigly  implied 'that  du^- process  - 
wouldL  require  Individual  exclusion  proceedings.  *   With  that  ; 
defeat^  the  unj,ons /gave  up,  hot  exploiting  tlj^  1965  change 
in  the  law  which  the  Labor  Department  failed  to  note  and 
the  IllS  *f ailed  to  .publicize.  •     .      '  •  • 

»  One  possible  reason  for  the  conniutdr  opponents  over- 
.  Xopki^  the  1§65  change  in  the  law  was  the  Way  in  which 
it  was  presenjbed  in  the  House  comment  on  the  bill.    The  . 

Report  statjed  that .  S  1181  was  amended  to  "broaden  the 

?.  _  •     •  .  ■ 

^authority  of  the  Attorney  General  to  weigh  documentation 

reguiret^  ot  a  returning  xesid-ent  alien* ^    Anyone  who  read 
that  statement  who  was  not  facile  in  the  definitions  of  the  * 
immigration  laws  would  not  readily  perceive  that  the  broad- 
ening of  the  Attorney  General's  authority  applied  to 
"returning  residents"  and ^y  definition  was  not  applicable 
to  returning  non-residents.      To  reach  that  conclusion,  it 
was  necessary  to  turn  back  into  legislative  history,  to  the 
ini'tial  committee  hearings  on  the  bill.'^ 


.     Hearings  on  a  Study^of  iPopulettion  and  immigration  I^roblems, 
Subcommittee  on  Immlgratilon ,  House  Committee  on  the  Judiciary, 
88th  Cong.,  lat  Sess.  163-169  (1963)^.  ' 
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The  then  General  Counsel  of  the  INS  expZained  the 
ptfsition  of  the  ^gency-'-that  the  commuter  was  an  immigrant, 
having  been  accofde((  the  privilege  of  permanent  residence. 
Counsel  to 'the  House  Immigration  Subcommittee  disagreed! 

.    An  immigrant  who  came  here  from  overseas,  estab- 
lished  a  resxdence  but  left  his  family  behind  and 
is  going  abroad  to  visit  that  family  .  .  .  would 
'      l>e,  in  my  opinion,  a  returning  immigrant  when  he  i 

comes  back,  regardless  of  hovr  of  ten  he  makes  the 
.     J"P-  ^Sut  what  is  different  is  the  commtiter  who  * 

^has  not  established  residence  here  and  therefore  is 
-      not  returning  thereto.  '  , 

.  »♦ 

The  INS  General  Counsel  then  cited  the  former;  language  of 
«  U.S.C.  S  llSl.{b),  explaining  that  the  authorization  to  use 
the  green  card  ^- doesn't  refer  to  a  visit,    it  talks  about 
departure.  •  ^«  • 

<I?he  Committee  took  noti  of  the  reasoning,  concluded 
idle -discussion  but  changed  tfie  language  of  8  U.S.C.  j|  1181(b). 
t^o  deXet^e  "aliens  lawfully  admitted  who  depart  temporarily" 
—the  very  language  relied  oiv>y  the  INS*    But  in  depriving 
the  Justice  iDepartment  of  the  latitude  to  admit  commuters, 
the  Committee  al:  the  same  time  intended  to  clarify  the 
authority  of  the  Attorney  Genetal  to  permit  the  use  of 
Informal  entry  documents,  as  the  comment  to  the  amendment 
to  the  section  indicated.    The  INS  General  Counsel  Jiad 
previously  testified  correctly  th^t  S  1181(b)  did  not 
expressly  authorize  resident  green-card  holders  to  re-enter  * 
without  the  -valid  unexpired  immigrant  visa-  required  under 
S  1181(a).      The  change  in  subsection  1181(b)  therefore 
corrected  that  ambiguity,  authorizing  the  use  of  thm  green 
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card  by  re«i4^i{t^i)Wfaigrant9f  but,  consiadJeht  with  thife 
at^cgressed^  of  the  Coitimittee  Counsel;  prohibited 

its  vi&je/hy  non-resident  commuters.  ^ 

'  ^  •    \  ' 

The  conclusion  is  inescapable r  that  the  Committeet 
•  -  .    •  •    'f  . 

having  disqussed  the  Amalgamated  Meatcutters  case' 

with  thf  INS*  General  ^Counsel,  intended  to  and  di'd  in  fact 
ratify  the  rule  of  that  case  iii  its  entirety.    The  court* 
.had  determined  t^at:  "returning  ^lawfully  domiciled  resident 
aliens"  were  perinitted "  to  enter  the  United.  States  in  spite 
of  the  Iiabor, Department's  prohibitory  certification,  but 
teat  commuters  had  no  right  of  entry.      The 'clarification 
of  the  languagfe  agreed  completely  with  both  premises  of 
the  Amalgamated  Meatcutters  opinioxv-      The  Committee 
was  remiss,  however,- in  failing  to  (fiscuss  the  impact  of  . 
the  change  xn  the  .House  Report.    But  tli%  failure- is  not  . 
fatal,  for  the  language  of  the  law,  lacking  in  ^ambiguity , 
requires,  no  explanation.      The  INS  largely  ignored  the 
change,  but  nevertheless  expressly  amended  its  regulations 
to  bar  the  re-entry  of  a  green-card  holdetr  whose  purpose 
was  to  seek  employment 'at  the  situs  of  a  labor  dispute. 

In  1968,  both  the  exclusion  of  the  commuter  strike- 
breaker  and  the  indiscriminate  admittance  of  the  commuter 
were  challenged  in  litigation— needless  to  say,  by  adverse 
plaintiffs-    In  the  first  case,  eleven  commuter,  aliens, 
excluded  when  they  attempted  to  enter  the  United"  States 
to  be  employed  at  a  ranch  being  picketed  by  UFWQC  organizei 
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.  c^h^llenged  the  validity  of^'c.F.R.  S  21ia{b)  (1)  ThQ. 
Court  upheld^the  regulation,,  ruling  that  the  use  of  ^a  greeA 
card  was  suBject  to  restriction,  but  skirted  the  issue  of         *   '  ■ 
the  validity  of  the' commuter  status  itself.  Acknowledging' 
that  the  commuter  status  was  a  fiction,  the  Court  ruled  *  • 

that,  the  entry  of  a  commuter  "is  at  the  sufferance  of'  the  •  - 
Attorney  General,"  and  that  "untiCcongress  acts  ^o  deter-  "^^^ 
nine  the  status  of  the  'commuter,"  the  Court  should  not    '  ^  *  ' 

intervene."  "  '  , 

The  second  challenge  was  brought  by  two  California.      "  ) 
farmw^kqrs -who  sought  to  bar  the  entry  .of  commuters.^ 
While  acknowledging  that  plaintiffs  had  standing  to  challenge 
government  inaction,  the^ Court,  in  an  unreported  opinion,  " 
nevertheless  granted 'defendant  Department  <j,f  Justice's  motion  ' 
for  summary  judgm.ent.    Acknowledging  that  "no  explicit 
statutory  or  constitutional  provision  protects  the .      '  ' 
commuter  against  exclusion,"  the  Court "nevertheless    •  *  / 

recognia;ed  ,"the  longrpractice  of  the  Immigration  and 

Naturalization  Service  in  treating  the  commuter  as  a 

*  a     ■  ... 

•SBpecial  immigrant,"    which  the  Court  characterized  as  an 
'unvarying  intejfpretation  "since  passage  of  the  Immigration         *  * 
and  Nationality  Act  of  1952."      The  Court  acknowledged 
that  amendment  to  S  1181  (b)  cou^-d  be  interpreted  to  require 


.  V*  Farrellt  291  r.Supp.  521  (CD.  Cali- 

fornia 15M7: ~      ^  ' 

^Gooch  v>  Clark.. 433  P. 2d  74  (9.  Cir.  1970). 
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."excXusiSon'Of  thi?  cbtnmuter  who  is  pot  a  permanent  lit^hp^nt 
of  the  toited  States  returning  .from  a  temporary  .visit  abifoad^"^ 
'Hweiter,  in.  the  «2f]^rfs  ^viewi  -it^  is  also  susceptible  ^^o  an  . 
interpretationVthat  if  taci^ily  approves  the  INS  position 
by  its  specif/c  rif^erence  to  8  U.S.C.  $  1101(a)  (27)  (B) ,  .  ^ 

which  de^in^s  resia«nts  returning  from  a  temporary  visit 
Abroad  as^immigrants.     iJhis  conclusion  seems  to  make  little 
aenier/since  it  conflicts  with  the  Court's  preyious  finding^ 
ttoky  a.  commuter  was  'not  a  returning  resident.  .  ^ 

The  .decision  was  based  on  .a  simple  paucity  of  iegis- 
iative  hij|tory  which  would  indicate  that  the  Congress 
intended  to  abolish  the  Qommuter  status  ♦by  the  amendment  ^ 
•to  8  O.S.C*  S  1181(b).    The  Court  explained^ that  ho  hearings 
'  resulted*" in  any  recommendaHiion  to  abolish"  the  commuter 
system^  and  that  the  final  Senate  Report  and  conference 
report  on  the  1965  amendments  neither  mention  the  change* 
^-nor  its  purpose,"  even  in  ^thc  section-by*sect&n  analysis. 
Citing  incidentally  the  "potential  foreign  policy  conse- 
quences involved- in  termination"  of* the  commuter  status,  ^ 
.the  opinion  concluded:* 

.  ♦ the  Court  should  not  attribute  tp  Congress  * 
any  such  casual  and  of f -^handed  disposition  of  so 
*     important  a*  matter— especially' when  the  language 
of  Congressional  amendment  can  be  interpreted  ^ 
consistently  with  continuation  of  a  long-standing 
practice  of  which' Congress  had  full  Icnowleage. 
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Whcf  ^nilyzed,  tho  rule  of  the  District .Court  in  the  V 

/     ,'  »  • 

.  Gooch  ctfse  Jpresettts  a  role-^reversai,  in  which  the  public 

i  ■    ''v^  .       I    •  ■ 

agency  mak|i>«;  the^law,  and  Congress,  sitting  as  a  sort  of 
judicill  Ijipard  of  review,  has  the  obligation  to  nullify  it 
--not  eve|);'by  enacting  law  itself,  but  by  the  interpretive 
conttnerttarir  appended. to  the  law.*^  In  fact,  even  an  unam^guous^ 
statement:  of  purpose  of  a^i  act*by  Congress— in  this  ci^e,  ^ 
*t:he  protection  'of  domestic  workers  against  foreign  workers 
— is* not  sufficient  in  the  eyes  of  the  Court  to  offset  the 
informal  interpretation  of  the  public  age;ncy.  Finally, 
the.  case  nullifies  the  r«le  that  the  custom  of  a,  public 
agency  is  void  to  the  extent  that  it  is  incoiisistent  with 
the  clear  language  of  the  Statute.  ^ 

nevertheless,  the  Court  of  Appeals,  one  judge  dissent- 
ing, 'sustained  the  position  of  the  lower  court*    The  majority 
ipin^dn  endeavors  to  fortify  .the  position 5of 'the  lower  court, 
by  ,<titing  decisions  of  the  Board  of  Immigration  Appeals  of 
the  Justice  Department.    The  reviewing  court  introduced  a 
coiwnon-law  theory  of  creation  of :a4rainistrative  rights, 
«*ying,  ••The  Board  of  Immigration  Appeals  has  established, 
by  administrative  case  law,  clear  rules  as  to  who  is. entitled 
to  commuter  status  and  how  that  status  can  be  lost***  The 
•)(pross  language  ot  the  immigration  regulations  (8  c1f«H. 
I  211^1 tblll])  which  limits 'the  use  of  a  green  card  to  a  " 
returning  actual  residexi|:  is  reconciled  by  the  Coui:t*i|  • 
acceptance  of  the  Government's  position  that  the  regulation  - 
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"dOeV  not  include  commuters  witKin  its  scope  except,  £or# 
the  ^vernm^t  argtlesr  the  last  sentence^ thereof  •  **  This 

^reasoning  ii  inherently  self-contradictory/ 'since  th^ 
regu);4i^lon  plainly  /  without^  exception  #  governs  iSie  use  o£ 
a  greeitx  car^  as  an  entry,  document •     7he  Court's  explanation 
is  without  foundation  since  the  l«st  sentence  authorizes 
the  gove^nki^nt  to  exclude  z^y  bearer  of  a  green 
seeks  entry  to  work  at  the  site  of  a  Izfbor  dispute/  whether  * 

'  hn  is  a  resident  or  non-resident.  *  Justifying  the  commutet 

stat;ps  by  simply  re  lian.ce'  upion  the  quapi-judi,cial  interpre- 

.  tatipn  of  the  admi|iistr at ive  agency  is  inherently  untenable ^ 

^horoforc/  siftcje  the  interpretation  stands- in  irreconcilable^ 

contfudiction  with  the •quasi-legislative  determination 

•  *  "    ■  '  .. 

found  fn  8  C*.F.R.  S  211.1(b)-(l)  .  - 
'  .  •  '*  ' 

» Turning  from  the  administrative  justification  to  the 

•  '.  ^  • 

sttitiitcs/  the  opinion  concludes  that  commuters  arc  immigrants 

.  .  .  admitted  for  permanent  residence  .  .  .  having 
•  been  lawfully  accorded  the  privilege  of  residing  , 
t)crmanontly  in  tho  United  States  as  arf  immigrant  in* 
'accordance  with  the  immigration  laws  such  status  not 
having  changed.        ^  ,  ^ 


The  Court  reasoned  that , since  the  privilege  of  permanent 
residence  has  bocn  accorded  the  commuter,  his  ^"disinclination 
to  exercise  that  privilege  is  of  no  moment.      Turning  to 
the  change  in  8  U.S*C.  S  1181  (by,  the^  Court  commented; 
"The  Goverxuaent • s  construction  of  the  1965  amendment 
strains  the  language  severely."    However,  tKe  Court  con- 
tinued*  the  legislative  history  is  "virtually  silent"  and 
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Congre«i  could  not  have  intended  the  change  ih  thtc^conwuter 
•tatus  by  such  a  *'minor  anfl  obscure  change^  in  the  language. 
The  Court  failed  to  construe  the  1965  amendment  to  ' 
^  U*S»C.  S  1181  tb)  restricting  informal  entry  to  "returninjr*^ 
resident  inpnigrants . "    It  Jjlso  ignored  the  definition  of, 
residence  in  8  U.S.C^  S  1101(a)  (33)  as  •'actual  dwelling  place 
in  fact^"  which  would,  when  taljen  with  the  change  in's  1181(b) 
exclude  the  commuter.    The  Court  even  failed  to  construe  the 
Ojoiaroent  in  the  House  report  oh.  t;||  bill  relating  jbo  the 
broadening  of  "the  authority  6f  the  Attorney  ^eneral^  to  ' 
waive  documehtation  required- of  a  returning  residerit  alien. 
Considcjl^tion  of  that  issue  would  have  involved  Construction 
of  Bonotti  v>  Rogers >  which  had  held  that  all  returning  • 
residents  were  excludable . Finally  i  the  Court  ignored  the 
clear  explanation  of  the  change  in  S  1181  found  in  the 
Committee  reports.  * 

The  dissent  took  strenuous  issue  with  the  reasoning 

.  ,     .  \    .  •    .  ^  ;  , 

or^the  majority  opinion: 

•  .  .  the  majority,  without  discOssion  and"* virtually  T  > 
without  authority,  accepts  the  Service's  contention 
that^an  alien  is  "lawfully  a(^ittcd  for  permanent 
residence,"  merely  by  virtue  of  the  fact  that  he  has 
.  at  some  time  in  the  past  been  issued  an  immigrant 
visa.    Immaterial  are  both  an  actual  residence  in 
the  United' States  and  the  intention  to  establi.sh 
'  one.    Since  I  tljink  this  conclusion  at  war  with  the 
most  elementary  principles  of  statutory  construction 
and  unsupported  by  any  consistent  administrative  in- 
terpretation #  1  must  respectfully  dissent. 


•"•ase  U.S.  691.  698;  78  S.Ct.  976,  980. 
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9|Mi  dissenting  opinion  explains:  «  ' 

•  .  .'the  majority's  construction  of  **lawfully  ad-  ^ 
•*    «lttsd  for  permanent  residence**  as  including  conwutsrs 
makes  nonsense  of  the  Congressional  policy  embodied  in 
no  fewer  than  five  sections  dt  the  Act  entirely  apart 
from  Section  1101(a)  (27)  (B)  /  and  is  contrary  .tio  the 
flain  meaning  of  two  others.  V  ' 

If  the  majority  opinion  is  correct,  •*all  of  the  thousands 
of  peoplftr  ali  over  the  world/t^who  have  ever  received  a  valid 
iiMii^ration  visa/  also  qualify  ^  aliens  lawfully  admi-tted  for 
penvianent  residence.  •  •  •  1^1  he  plain  meaning  of  the  act 
and.  the  intent  of  Congress  are  so  cl^r  as  to  foreclose  judi- 
cial deferenJlLto  an  administrative  agency.  "  Nor  have  the, 
courts  deferred  to' any  consistent-  or  coherent  interpretation 
of  the  agency, the  dissent  reasons,  referring  to  8  C.F.R. 
S211*l(b)(l). 

Both  the  majori'ty  opinion  and  that  of  the  lower  court 
have  %  somewhat  novel  base/  and  extraordinary  implications  . 
for  the  powers  of  a  public  agency  vis-a-vi|i  the  legislature. 
The  appellate  court  holds  that  a  public  agency  may  act 
beyond  the  scope  of  its  statutory  authority,  creating  new 
rights*  and  duties.    The  second  alteration  of  the  law, 
inherent  in  the  case,  is  the  establishment  of  a  doctrine 
of  legislative  acquiescence  which  can,  without  more,  legiti- 
mate the  ultra  vires  conduct  of  a  publiq  agency  when  it  is 
at  least  constructively  known  to  the  legislature.    X  third 
corollary  of  the  ruling  is  \^at,  even  given^t  change  in  the 
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laiiguage  p£  a  partlnent  ij^atute  wh£chr  read  in  its  usual 
unambiguous  meaning #  t^ould  nullify  the  unauthorized  policy 
pf  the  jE^ublip  agency^  the  Interpretation  o^  the  ptibllc 
agency  would  previwLl,    Only  If  Congres*  went  further n  and  * 
conmented  on  the  purpose  of  the  section  In  Its  analysis  of 
the  act  would  the  unauthorized  agency  £>ollcy  be  eliminated. 
^0?he  Supreme  Court  denied  certiorari  In  the  matter , 
*SQ  the  V judicial  status  of  the  consnuter  hangs  somewhat  ^tenu-' 
ously  on  m  split  Ninth  Circuit  decision  which  neglected  to 
discuss  contradictory  statutes  or  even  to  reconcile  the 
dlff erences *  between  the  quasi- judicial  and  quasi-legislative' 
administrative  approach  to  the  commuter.    In  following  its 
tendency  to  favor  the  status  quo r  the  judiciary  has  saved/ 
for  the  non-resident  commuter  scarce  jobs,  whiqh  Congress  • 
intended  to  pre'serve  for  resident  workers*    And  the  public 
agency,  with  the  courts*  acquiescence r  like  a  15th*-century 
cabal,  has  succeeded  in  creating  a  golem  from  ^uasi'-j^udiclal 
incantation* 


I 
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CONCLUSION 


What  then  is  the  box  ncore  o^-the  use  of  alien  labor  ^ 
for  the  Aincrican  public,  the  taxpayer  and  the  resident  worker? 
California  figures  deinonstrate  the , problem  in  microcosm  for 
the  nation.    The  apprehension  of  mor^  than  113,000  illegal 
entrants  in  1970  would  reflfect  the  presence  of  twa  to  three 
hundred  thousand  illegal  entrants  in  ^|he  job  market.    When  . 
augmented  by  possibly  75,000  commuter  aliens,  300,000  jobs 
occupied  by  persons  without  lawful  status  is  not  unrealistic. 
At  the  same  time  unemployment  in  Juno  of  1971  in  California 
was  7.4%  of  the  labor  force.    AbqOt  600,000  wage  earners 
were  unemployed  in  California,  most  of  whom  were .unskilled 
or  semi-skilled.    Ove;:  60/600  :5amilies  of  unemployed  wage  earners 
were  receiving  public  assistance  at,  a  cost  of  over  one  hunefred 
million  dollars  annuallyV/  The  .annual  I033  in  wages  to  the 
displaced  resident  worker  could  be  as  high  as  $300,000,000 
assuming  average  earnings  of  each  of  the  300,000  noh-resident 
•lien  workers  at  only ^^$1,000  annually. 
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,  V  -'"'^  Recommendations      f  * 

these  ills  ^an  be  eliminated  if  CdhgreiT  takes  the  •   ^  • 
following  step^j  *  •   '    '  .  ^ 

Repeal  of  the  employment  proviso  (8*0,s;C,  S  1324)  • 
:i  j  '2*    Express  prohibition  of  the  employment  of  border  - 
violators  •  ^ 

3*    Provision;for  a  civil  r0me()y  to  redress  illegal 
entrant,  hiring. 

4«    An  extension  of  the  jurisdiction  of  federal  magis«* 
trates  to  the  prosecution  of  border  violators,^  " 
^     5n    Grant  the  INS  Authority  to  levy,. expeditious  adminis- 
trative fines  against  immigration  violators  as  well  as 
authority  to  confiscate  vehicles  used  in  the  transportation 
of  illegal  entrants* 

6.    The  limitation  of  al3r  entry  j>ermlts  sucl)  as  th* 
1-186  :72«hour  pass  to  a  specijCic  term,  renewable  at  the  option 
.of  the  INS.    (8  u:s.C*  S  1101  IaIC6]). 


•    ?♦  /1Rescissii^,^f  the  2.25  million  outstanding  72rh4ur 
visitor  pefrinits.   Weissuance  of  1-186  passes  restricted  to 
persons  with  Ji  legitimate  reason  for  frequent  entry  other 
than  for  work. 

8.    The  appropriation  of  additional  funds  expressly  tied 

.'*-,..*■ 
to  control  of  illegal  entry. 

,  f«    subject  commuters  to  periodic  labor  certification 

as  * (condition  of  entry. 

: :         ■  .  ' '  ■      .  •  ■ 

Sheldon  L.  Greene 


January  13 #  1972 

c'     ■•         ,  •  -36** 


TO:  *  The  Honorable  A41a£' Stevenson/  Cha^ 

:■■  •■;„  ■  •■  •  ;  , ',„■■■;•  ^  •  •     .  . '  -.x  ..."  ■ 

Senate  Migratory  Labor  Subcoimnittee- 

Hearing^  fhursaay,  January  13 ,  1972 

.  *^   ',  ■  '  '•    .  •      ■  .  ■>  •  .  '  ■•  ,     "  ■      \ .  ■  '    ' '  ■  ' 

San  Francisco,  Caiifprhia 
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CP^QjUVrCE  FEUDALISM  IW  RURAL  ;AMERICA 


'  Statement  of  Sheldon       Greene-  ^ 

General  Counsel;  California  Rural  Legal  Asisistance 


_\  CORPORATE  FEUPALtSM  IN  RURAl?  AMERICA 

'         ,  .Rural  Exoaua   -  p 

Agriculture,  responsible  for  50  billion  dollar^  of  the  • 
itai0rican  gross  national  product long  a  bastion  of  individual 
^'enterprise,  is  being  transformed  into  a  neo-feudal  society* 
The  exodus  of  farmers  and  farmworkers  has  resulted  in  a 
population  iQ^s  Qf  40' million  since  1920 w    fiach  year,  up  to 
100,000  farms  are  abandoned.    Rural  poverty  remains  unabated, 
for  the  agrictjiltmral  worker  is  still  the  lowest-paid .  employee 
/  group  in  the  United  States,  earning  hourly  half  the  nfiitional 
industrial  average  wa^e.    But  the  farmworker  does  not 
monopolize  rural  poverty,  for  studies  reflect  that  ohe-haXf 
of  the  remaining  farmers  derive  cash  income  from  agriculture  ^ 
"which  is  at  or  below  the  level  of  poverty  in  Amei?ica, 

Corporate  Feudalism 
The  observable  decrease  in  the  number  of  farms*  and  the 
increase  in  the  average  size  of  farms  is  concomitant  with  ' 
the  increase  in  technology,  and  the  entry  of  non-agricultural 
corporate  interests  and  conglomerates  into  agricultural' 
production. 

An  extensive  form  of  participation  of  big  business  in 
agriculture  is  seen  in  the  poultry  industry,  where  producers 
bf  feeds  and  equijanent,  have  entered  into  various  arrangements 
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with  small  and  meaium-sized  farms,  contracting  for  all  of 
their  output,  providing  the  farmers  in  tui^n\/ith  fee/ and 
chicks f  '  Direct  entry  into  agriculture  by  non^^f arming 
i^nterests  has  been  the  acquisition, of  farms  as  a  component 
of  vertical  integration,  by  conglomerates  which  produce 
farm  equipmeijt  ^nd  fertilizers,  and  control  processing  as  • 
well  as  retail  marketing  of  products* 


J  Family  Farms  Most  Efficient 

^  typical  gut'  reaction  of  the  sophisticated  American 
is  to  approve  these  trends.    Generally,  big  business, 
standardization,  access  to  capital,  vfniformity,  -technology, 
and  size  are  equated  with  efficiency,  increased  productivity 
and,  we  arq  told,  better  wages  for  the  worker,  better 
earnings,  and  lower  prices  for  the  consumer*    None* of  these 
generalities  has  proven  true  in  agriculture.  _ 

Initially,  it  should  be  -said  that  bigness  ^oes  not 
necessarily, equate  with  efficiency,    To  depart  from  economics, 
biology  records  exactly  the  contrary:    The  dinosaur,  the 
mammoth,  are  gone,  while  the  lemur,  the  insects^  the  lizar^^ 
have  survived ►    Closer  to  home,  the  government  has  had  to 
come  to  the  aid  of  two  of  our  largest  corporations-'-Lockheed 
and  Penn  Central—to  keep  them  out  of  receivership* 

In  agriculture,  it  has  been  demonstrated  that  the  famil]^ 
farms  are  in  fact  the  most  efficient  unit  of  productivity. 
While  the  size  of  the  fam— the  number  of  acres=^wOuld  of 
course  vary  depending  upon  the  nature  of  the  crop,  "studies 
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•how  that  the  xiltiraate  in  efficiency  is  attained  by  family 

farmers  relyingf  upon  one  or  two  additional  workers. ••^ 

In  the  words  of  one  agricultural  economist,  summarizing 

studies  of  farm  efficiency r 

A  number  of  studies  of  crop  faj^naing  situations 
in  various  states  were  reviewed.    In  most  of  these 
situations,  all  of  the  economies  of  si^e  could  be 
*      achieved  by  modern  and  fully-mechanized  one-man  or 
two-man  farms. 2  , 

The  study  indicated  that  size/efficiency  relationships  varied 
from  crop  to  crop;  however,  with  rega^  to  the  production  Of 
cling  peaches,  '•average  cost  reached. a  minimum  with  an  orchard 
size  of  90  to  110  acres  when  mechanized  practices  were  used." 
In  thp  Imperial  Valley,  examination  of  Vegetable  farms  having 

acreage  which  ranged  higher  than  2,400  acres  disclosed  that 

_  .    -  ^ 

the  farms  under  640  acres  "could  produce  almost  as  efficiently 

as  any  larger  size,"    Producers  of  field  crops  such  as  cotton, 

alfalfa,  milo  and  barley  "were  found  to  achieve  lowest  < 

average  cost  at  about  640  acres,"    The  report  found,  in  fact^ 

that  in  these  areats,  "larger ""f arms  extending  beyond  3,000 

acres  were  slightly  less  efficient."    The  report  concluded 

that  the  major  difference  between  the  small  amd  medium^ 

si^ed  farm  and  the  Izwrige  farm  was  simply  that  the  latter 

produced  more  profits,  for  the  farm  owner. 

A  related  study  has  come  to  similar  conclusions «^ 

A  Soundly-organized  two-  or  three-man  farm 
operating  with  the  technigues  of  modern • technology 
can  easily  exhaust  the  technical  economies. 


Armstrong,  CHn  Family  Farms  Compete;    An  Economic.  Analysis 
University  of  Nebraska,'  Dept.  of  Agriculture  Economic  Report  No." 
^53r  1969.  I 

2  '  ■  ■  •     '  ' 

J.  P*  Madden*    Economies  of  Size  in  Farming.    USDA  Agri- 
cultural* Economic  Report  No .  107, .1969. 
^hxmatrosiig,  op.  'cit» 
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Thfe  report  indicates  maxiroura  efficiency  for  '•a  40-  to  SO-dow 

dairy  farm  with  a  high  level  of  management,      1500-^head  hifeef*- 

,   ■      ■      .  '  *» 
feeding  operation r  or  a  400-acre  midwest  crop  farm***  Studies 

note  that  volume  is  necessary  to  provide  sufficient  family 

income,  and r  finally, 

\.  .  .pecuniary  economies  in  purchasing  and  selling 
are  available  to  oiir  large  farms;.    Memageraent  on 
large  farms  concentrate  on  this  area  because  of  its 
profit  potential.    Ufiless  cooperatives  can  aid  the 
smaller  farmers ,  again  the  larger  farmers  have  the 
^  advaritage .  "  v 

The  same  Mgument  holds  for  both  the  purchase  of  inputs  and 

the  sale  of  products.  .  ,  * 

Beyond. technological  efficiency,^  Other  factors  affect  the 

f  £a:m_  income . 

The  trend  is  toward  large-scale  economici  organi:2ations. 
In  addition  to  the  benefits  from  monopyiistic  positions, 
the  incentives  for  large-scale  a^e  often  related  to. the 
advantages  of  vertical  coordination  planning,  financing, 
and  promotion,  rather  than  economiej^  in  the  processing 
and=  roariuf acttiring*    Among  other  sraail-scale  organiza- 
tions, the  family  farm  seems  to  be  (threatened  from  these 
external  advantages . 

In  summary/  the  small-  and  medium-sizfed  unit  is  efficient 
and  is  competitive .    The  family  income ,  or  the  income  of*  the 
owners,  however^  depends  upon  other  considerations,  such  as 
the  cost  of  production  and  the  price  which  the-majrket  will  pay 

tor  his  productivity,  as  w^ll  as  the  impact  of  moriopolistio 

.  f.  •  .  ■-  . 

competition-  . 


/ 


"^Armstrong,  op  cit. 
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Aqrlbugii|ie>ig>    No  G>in,  for  Farmer^  Corigyaner 

Con«iai»ring  th««a  .que»t:ion».r  again  analysis  xe£l«ctii 

that  technology  and  entry  by  big  biuilness  into  agriculture 

have  not  put  more  money' into  the  farmer's  pocket  and  do  no^ 

necesaarily  benefit  the  consumer*    A  bottle  of  ketchup,  for 

example,  Coete  the  housewife  «ibout  30  cents;  the  farxqer  is 

paid  about  one  cent  for  the  tomatoes  that  make  up  the  bulk 
* 

of  the  food  content  of  the  bottle  of  ketchup •  An  increase 
of  ten^  twenty  or  even  fifty  ^>ercent  in  the  farmer's  price 
wQuld  have  no  appreciable^  effect  on  the  price  of  )tetchup-r- 
i£  it  were  simply  proportionately  passed  along  to  the ' consumer , 

•v  *  . 

The  increase  would  be  substantial  to  the 'farmer,  however, 
incr^jfijring  the  profitability  of  his  operation  and  possibly 
facilitating  the  payment  of  a  highet  wage  to  the  farmworker 
coiil^nsurate  with  the  increased  proiEitability  of  the  tomato 
harvest.  |  a 

The  farmer  and  the  farmworker  realiase  only  a  small  pro- 
portion  of  the  cost  of  agrJ^cultural  products  borne  by  the 
consumer,  while  increases  in  food  prices  have  gone  to  the 
middlemen,  the  processors  and  the  retailers:    cannery  workers 
now  earn  up  to  $3.70  an  Yio^T,  Safeway  clerks  earn  $5.00  an 
hour,  but  the  farmworker-roften  performing^  the  hardest  work 
under  the  most  Jurying  conditions— is  paid  $1.80  an  hour 

Vt  has  been  jiuggested*  that  the  farmer  can  maximize  his 
earnings  by  increasing  his  production  or  utilizing  technology 

■  if 

to  low«r  hi*  costs.    But  Increases  in  efficiency  do  not  . 
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necessarily  result  in  greater  profitability  for  the  fanner, 
because  he  usually/can' t  contnol  his  cost^  or  the  market;,  for 
his  production^  J  For  example^  between  1951  *'and  1961,  California 
pou]^^ry  raisers  reduced  the  cost  of  raisihg  broiler  chickens 
-by  8  cents  a  pound?  during  thai:  same  period,  the  price 
♦they,  received  for  broiler  chickiins  was  lowered  18v,cent»  a . 
pound— -a  loss  of  ,10  cents  a  pound  in  excess  of  the  reduction 
of  c6st»  '  " 

Poultry  ■Peo3:ht       ,  .  I 

An  analysis  of  the  poultry-and-egg  industry,  which  has 
moved  from  production  by  small  independent  farmers  to  control 
by  vertically  integrated  national  poultry-feed  suppliers  such 
as  Ralston  Purina,  illustrates  the  error  in  assuming  that  * 
increased  productivity  ancf  production  is  equated  with  pros- 
perity in  agriculture.    In  1961/  a  California  legislative 
committee  completed  a  report ^n  the  crisis  in  the  poultry 
""industry,  resulting  basically  .from  vertical  integration  Jpy 
non-agricultural  corporate  interests. ^    The^ following  extracts 
from  the  study  reveal  the  -roots  of  the  problem  and  shed  light 
on  present  trends  as  well. 

^  Overproductivity 

In  the  vof^s  of  the  report  i 

The  plight  of  the  industry  was  traced  t9  feed 
dealers  and  others  »oving  into  it  •  •  .  they 
financed  growers  riglit  and  left,  with  the  final 


1 

■^■Report  of  Assembly )  Interim  Committee  on  Agriculture  # 
Vertical  Integration,  PAmily  Farm,  etc.,  January  1961. 
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.  '         /.:■„ .    ■     ;  ■ 

rtiult  heiSig  Mn  ov*r-production  whici  reduced 
grower  profit!  to  zero,  while  it  ■till  enabled 
the  feed         to  make  money  lincej.  under  their   :  ^ 
groM-profit-iplitting  qontract«r  they  did  not 
have  to  account  for  deprjrciatioa  on  the  grower ■ 
plant  or  pay  intereat  on  hi^a  investnvent.  While 
^        gigantid  pporootional  effort*  had  more  than 

doubled  Caljlfoynia  consumption  per  capita,  the 
\^    growisra  were  atill  not  making  mone//  apfnrently 

because  the  integrator  had  no  real  incentive  .  \  ^ 
j:o  raise  wholesale  prices  to  the  level  which  would  " 
have  brought  his  "hired  hand*"  the  profit  from 
.  ,  sales  he  had  already  ta!«en  on  the 'feed  he  supplied  . 
to  them.*  *  ;• 

An  official  of  the  Department  of  Agriculture ^  in  testimony 
to  the- House  Agriculturje  Committee* in  April  of  1959,  attributed 
farm  losses  in  the  poultry .industry  to  "the  rapid  development 
oie  a  specialijied  , commercial  production  within  the  industry 
and  the  trend  to  contract  fapiing  and  integratioii."  Under 
integration,  the  farmer*  was  sandwiched  between  fixed  costs  for 
poultry  and  feed . determined  by  the  non-agrioultural  contractor.* 


.  Ziosses  ^      ^  *- 

The  same  report  documents  in  detail  the  lossei-in  the  egg 

industry,  attributable  to  the  pressures  toward  bigness  which 

caused  a  serious  over-produotioh,  reducing  profits  per 'bird. 

Reduced  return  then  necessitated  a  farmer's  maintaining  a 

larger  operation  in  order  to  obtain  an  adequate  income  for  his 

family.    According  to  the  farmers,  the  U.S.  Department  of 

>^riculture  and  the  University  of  California  exhorted  poultry*^ 

men,  to  get  bigger. 

N  And  poultrymen  followed  thik  advice.    Profit  * 
margins  kept  shrinking,  and  it  took  more  and  more 
eggs  from  more  and  more  chickens  to  supply  the 
operator  and  his  family  with  a  living  wage.2 


2036 

■  ^  ■        '        ■  •     ■  / 

BMiMjfS^hwgry  fiBedomills,  equipment  producers,  hatcher/Lea 
^Jinxiqus  to  sell  oVer-produced  chicks f  investors  anxious  to 
find  tax-saving  devices— all  contributed  to  the  over-production ♦ 
Hatcheries  burdened  v^^h  over-production  contracted  with  farmers 
to  simply  raise  the  chickens,  supplying  both  feed  and  chickens 
and  paying  th^  fanner  a  fixed  amount  per  dozen  eggs* 

One  study  showed  that,  under  this  typo  of  ar r angement i • 
a  farmer's  net  income  from  his  labor  for  full-time  workr  at 
5  conf;s  per  do;cen  eggS/  was  a^out  $1,100  per  year^ 

*  •' Market  Manipulation  ^ 
'    Farmers-  also^  described  control  of  the  market  price  by 
processors  anil  wholesalers  to  keep  the  producers*  price  low, 
maximizing  theitr  jprofit  on  resale  to  retailers.  Citing 
variations  in  the  maxkot, unrelated  to  demand,  farmers  indi- 
catcd  ^hat  wholesaler's' ** simply  stated  the  price  they  wanted  ^ 
to  pay.  •  \  .  to  force  the  poultryman  out  of  business  or  into 
■  an  integrated  sot-up."*    Wliolesalers,'they  claimed,  would 
stop  buying  when  pric*es  rose,  forcing  the  prices^ down. 

Under  vertical  integration,  the  farmers  claimed,  "tbe  margins 

*  3 
are  sp  low  you  need  to  maintain  a  volume  in  order  to  stay  in.**- 

••-The  grower  can't  pay  black  his  loans  because  of  low  prices, 

and  the  company,  in  oreAr  to  make  the  investment  bring  in 

something,  putsmorc  chickens  on  the  ranch,  which  depletes 

prices  even  further  I  ' 
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Conglomerate:    Loai  rarming 
■   The  foregoing  dletillate  of  the  transition  from 
independent  oper*t«it^  vertical  integration  in 

€he  Poultry  i^i^t  a*  a  prophetic  aiialy^is  of  what  is 


occurring  today  in  other  :area«  o|^^riculture  afflicted  with 
both  vertical  integration  and  competition  from  non-agriculturally 
baaed  congldmerateJi .    All  of  these  elements—shrinking  margin 
of  profits  due  to  the  manipulation  of  the  market  and  manipula- 
tion of  costs  of  production I  over-production  and  tax-loss  * 
farming— are  being  employed  by  conglomerates  seeking  to 
eliminate  the  small  farmer ^r  make- him  a  Vassal  of  vertical 
integrators. 

Consider  the  inevitable  impact  on  the  small  farmer  of  the 
enormous  increases  in:  production  unsupported  by  an  increase  ' 
in  market  demand,  which  will  follow  from  the  addition  of 
450,000  acres  of  newly-irrigated  land  on  the  west  side  of  the 
San  Joaqjiin  Valley  as  a  result  of , the  California  Hater  Project. 
Add  the  factor  that  jihis  land  is  owned  by  big  businesees  such  4 
as  the  Southern  Pacific  Railroad  and  Tenneco.    In  order  to  .  '\ 
assure  themselves  of*  a  market,  many  small  and  medium-sited 
powers  will  be  forced  to  enter  into  lonif-term  contracts  with 
corpojijations  who  own'^pr  contrpJL  processoro  oV  markets.  The 
contract^ price,  however,  will  not  necoasairily  guarantee  them  ^ 
a  fair  return  in  relationship  to  the  cost  of  production.  * 
Production 'costs  are  similarly  inflated  by  suppliers  who 
ixtknd  ^^edit  tq  the  small^farmer.    The  combination  of  high 
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cost  and  low  market  price  will  force  even  efficient  wediuw-* 
ftizcd  farmers  out  of  business.  r 

Conqlomorate  Tax  subsidies  I  . 

The  family  farmer  engaged  exclusively  in  agriculture  wust 
derive  his  income  solely^  from  farming ♦    His  competitor,  the 
conglomerate,  realizes  its  gain  from  supplying  m^chinery^ 
equipment,  feed  and  fertilizer  at  one  end,  and  processing  and 
marketing  the  product  at  the  othei?,^  The  gains  realised  fropi 
these  fields  and  from  non-agricultural  enterprises  are  of£»«t 
against  a  loss  which  it  sustains  in  agricultural  production. 
The  loss  is  minimized  or  turned  into  a  gain  by  taking  inobwe 
tax  credits  against  the  profits  deriwd  in  the  other,  non- 
agricultural,  fields.    But  the  family  faxrmer  has  no  offset. 

must  sell  his  product  at  a  loss,  since  his  competitor  nmtn 
the  market  price,  or  go  out  of  busings.       ^  '  \ 

Land  Speculation,  * 
In  addition  to  tax  advantages,  the  cpngloHierates  realix« 
a  gain  simply  from  the  constant  appreciation  of  real  estate. 
Last  year,  the  largest  item  of  increase  of  agricultural  assets 
was  the  enhancement  of  real  estate  value— a  growth  of  |6»3 
billion.    Sincji  the  value  of  land  is  increased  only  on  sale, 
this  enhancement  of  assets  against  which  the  corporation  can 
borrow  funds  is  still  not  taxable  until  the  year  in  which  it 
is  sold.    Therefore,  the  speculative  value  of  holding  land  « 
Iffid  the  economic  leverage  resulting  from  an  increase  in  asset 
value,  are  further  inducements  to  the  corporation  to  invest 
in  and  utilize  agricultural  land. 


2039  . 

Unfair  Competition  / 
Th«  raiult  of  congZowarate  entry  into  agriculture  i« 
that  th#  tingle-activity  f arroeir  au«t  compete  against  pro- 
ducem  who  not  only  corner  the  market  through  vertical 
integration,  but  produce  at  a  lo««,  deriving  the  benefit 
not  from  profit*  on  the  a^e  of  agricultural  production, 
but  rather  from  tax  gains. 

'  The  effect  on  the  farmer  is  the  same  as  the  effect  on 
GenaraX  Mptors  if  Ford  earned  all  of  its  money  from  the  sale 
of  refrigerators  and  air  conditioners  and  sold  its  cars  at  i 
a  substantial  loss*    Within  a  few  years*  time  GM  would  be 
out  of  business  and  iTord  would  be  in  a  position  to  set  the 
price  on  automobiles  to  suit  its  own  prafit  standards,  free 
from  competitive  restraints. 

The  transformation  of  the  poultry-and-egg  field  is  likely 
to  occur  in  other  crops.    Over-production,  then  extrinsic  con- 
trol of  market  and  costs,  and  tax-loss  farming,  will  forcjs 
many  small  and  medium-sized  farmers  out  of  agriculture.  Many 
of  those^ho  remain  will  be  tied  by  contracts  to  vertically- 
integrated  conglomerates  as  mere  vassals  or,  as  pne  farmer 
put  it,  ♦'hired  hands. Enormous  industrialized  farms  will 
run  for  miles,  interspersed  with  labor  camps.    Merchants  in 
rural  communities  once  surrounded  by  a  higher  density  of 
farm  owners,  will  lose  some  of  their  markets;  the  body  politic 
of  freeholders  will  shrink,  and  agricultural  areas  will  be 
controlled  by  dominant  land-owning  corporations  whose  board 
members  reside,  not  in  the  country,  but  in  distant  cities 
such  as  Dallas,  Kqw  York  and  Chicago. 


{. 
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Xt  is  not  too  late  to  arrest  these  trends,  by  depriving 
big  business  of  the  subsidies  and  tax  advantages  which  give 
obvious  unfair  business  advantages  over  small  and  nvediun*" 
sized  farmers,  and  by  excluding  conglomerates  from  agricultural 
production.  "  \ 

Other  programs  can  provdde  tangible  assistance  tO|  thsf 
small  farmer  to  enable  him  to  reach  levels  of  technological 
efficiency/  and  can  encourage  the  development  of  coope^amljiiti 
to  ^obtain  economies  of  scale#  in  the  interest  of  mibcimixedf'^, 
profits  and  productivity  for  the  benefit  of  both  farmer  and  * 
consumer* 

Finally,  opportunities  shoulrf  be  open  to  the  farmworker 
--farmer  without  ownership-'-to  enable  him  to  achieve  indepen- 
dence  and  self-sufficiency  as  a  proprietor,  rather  than 
abandoning  the  land  to  *'rot  on  the  welfare  rolls  in  urban 
^slums.""*"    Consistent  with  the  views  of  agricultural  economists, 
assistance  to  farmworker  producers  would  be  geared  to  the 
adaptation  of  the  cooperative  in  ovder  to  attain  maximum 
incotne  and  productivity  in  l«bor-intenslve  fields  of  production 
and  economies  of  scale* 


'^Hew  York  Ofimes,  editorial,  December  28,  197X« 
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A  number  of  ipecific  ttep*:««hould  .be  taken  by  the 
federal  £foyernment  to  restore  conditions  of  maximum  health 
_  for  the  small  and  medium-*si2ed  faultier* 

1)  Tax- loss  farming  could  be  mlnizcd  by  .prohibiting 

,        tax  credits  resulting  from  the*  setting  off  of  ' 
losses  ijj  agriculture  against  profits  earned  by  non-agricul- 
tural subsidiaries. 

2)  ^  Current  tax  laws  which  prpvidc  conglomerates 

with  unfair  tax  advantages  should  be  reviewed 
and  modified  to  reduce  the  advantage  deriving  from  land 
...speculation  and  the  competitive  disadvantages  eifpetie^eed 
i>y  P<^fsons  earning  the  bulk  of  their  income  from  agriculture- 
aline*    Spieculation  might  bo  minimized  by  imposing  a  tax  on 
increases  in  land  values  resulting  from  other  than  improvement  . 
of  the  land  or  increased  economic  value  of  t^e  land  attribu- 
table to  increased  earnings,    O'hc  tax  would  be  payable  i^  the 
year  in  which  the  increase  ih  value  occurred.   ^Owners  who 
directly  or  indirectly  derived  their  substantial  earnings  from 
agricultujbi^^  »^  wuld  be  exempted* 

\3)    To\further  reduce  speculation,  net  profit  from 
the  sale  of  land  could  be  taxed  as  ordinary 
income.    An  inordinate  tax  occurring  in  the  year  of  sale  could 
be  reduced  by  application  of  the  income-averaging  provisions* 
4)    The  existing  laws  establishing  the  small  and 
\  /  medium-size  farmer  as  the  basic  agricultural 

unit  of  production  in  America  might  be  enforced— specifically, 
the  law  limiting  the  supply  of  water  from  f,cderal  reclamation 
projects  to  resident  farmers  owning  160  acres  or' less*  Many 
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faxaners  who  have  contracted  to  ^divest  themselves  of  excess> 

acreage  have  not  as  yet  done  so*    A  measure  is>nQW  pending 

■■  .  ■  ■,'  .  V  :  ',  ■■  •■  ■■   '  '  ^.^ 

in  Congress;,  Xn  both  th&  House  and  the  Seitate,  which  would 

enable  the  federal  government  to  purchase  land  in  excess  . 
of  the  160-acre  limitation.  ;tf  enacted  into  law/ the  bill 
could  both  reduce  the  acreage  of  some  landowners  and  ^t  the  . 
same  time  provide  for  the  reapportionment  of  prime  agricultural 
acreage  .among  small  farmers  and  farmworkers  desirous  ol  mpyiifi^ 
Up  to  fsMi  ownership--'  ■   ^  \  \.- 

5)     Recognizing  the  unfair  business  advantages 
*    .  which  cOnglckerates  derive  t^ 

farming  a^d  lemd  speculation/  Congress  should  enact  a  measure, 
currently  pending  r  wh5^h  would  altogether  prohibit  engagement 
in  eigricultural  production  by  conglomerateis  or  large ,  nori^ 
agric\ilturalJ^-based  enterprises.    The  significance  of  this' 
bill  would  be  to  place  farmers  on  an  equal  competitive  footing* 
ostensibly  #  income  and  prof  its' would  accrue  fro^tv  agricultural 
production*    Market  pric*es  would  be  more  closely  related 
to  the' farmer 's  actual    cost  of  production  plus  reas.onable  v 
rettarn,  ..unaffected  by  external  factors,  such  as  tax  set-offs, 
.accruing  from  non-a^^icultural  enterprises. 

^  6)     Small  ftormers^  can  compete  with  large  farmers 
r      '  ,     ■    \  '    efficiently,  in  the  event  that  they  are  able  tO 
take  advantage  of  economies  of  scale  deriving  from  common  pur- 
chasing, processing  and  even  marketing.    A  program  of  technical 
assistance  should  be  initiated,  providing  assistance  to  small 


2043 


farmer s  seeking  to  woaernize  plant  euid  equipment^  who  have 
CQtnbined  in  cooperatives  which  show*  $i  capability  of  reducing 
costs  and  maximizing  gain  from  sale  of  produce, 

*     7)    A  related  prQ<gram\shbuld  be  established  to 

provide  seed  money  and  ongoing technical  assist- 
ance to  farmworkers  seeking  to  take  an  ownership  position  in 
agriculture.    The  program  might  be  integrated  with  related 
government  projects,  so  that,  for  example,  excess  land 
purchased  under  the  acin^age  limitation  enforcement  act  would 
be  leased  t6  individual  farmworkers  who  have  formed  agricul*- 
tural  cooperatives— again,  to  take  advantage  of  economies  of 
scale  resulting  from  cooperative  purchasing,  processing  and 
xiiarketing.      The  seed  money  program  would  enable  farmworker 
cooperatives  to  obtain  loans  from  the  Farmers  Home  Administration 
and  commercial  banking  sources,  providing  for  both  capital  devel- 
opment and  operating  funds.    Technical  assistance  would  carry  \^ 
the  farmworkers  over  the  transitional  period,  rounding  out 
their  skills  and  providing  them  with  managefnent  training  and  ^ 
experience* 

8)    A  federal  land  bank  could  provide  low-interest 
l<^ans  and  loan  guarantees  to  enable  Southern 
sharecroppers  to  purchase  property,  expand  farms  or  move  to 
more  advantageous  long-term  lease  arrangemeftts  with  private 
owners  or  the  federal  government.    Once  again,  the  u«e  of  the 
cooperative  would  be  tied  to  the  provision  of  assistance  and 
financing,  *     .  '  .  \j 
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9)    A  subordinate* program  wojjld  enable  successful 
'  cooperatives  to  organise  and  finjuice  ancillary 
servicesv  3uch  as  rural  health  programs. 

Id)  .  Farmers  who  expend  efforts  to  and  in  fact  attain 
optimal  efficiency  in  production  and  utilization 
of  their  resources  should  derive  a  reasonable  return  from  the 
sale  of  their  product,  related  to  the  return  which  industrial 
sales-  yield.    Similarly  >  farm  laborers/  providing  an  ^indispen- 
sable service  in  thCiifood  delivery  chaiui  are  entitled  to 
parity  with  national  industrial  wage  averages  •    A  farmworkers** 
bill  of  rights  would  dorrect  the  disparities  between  benefits 
accruing  to  industrial  workers  and  to  farmworkers,  under  pres- 
ent laws  and' economic  conditions.    Farmworker  minimum  wages 
could  be  increased,  over  a  period  of  years,  to  cXoise  the  gap 
between  the  average  farmworker  hourly  wage  and  the  average 
industrial  wage  in  America.    Similarly,  benefits  such  as 
unemployment  compensation,  could-  be  extended  to  the  farm  labor 

force*  *     '  , 

11)    Since  agriculture  meets  a  national  markets- 
fruits  and  vegetables  can  be  air-freighted  from 
one  end  of  the  country  to  .the  other  in  a  matter  of  hours— 
the  question  of  over-production  and  conComitemfc  loss  of  incoma. 
might  be  considered  to  be  a  national,  rather  than  a  regional, 
-problem.    Therefore,  national  marketing  boards  might  be 
established  to  rtinimize  cutthroat  competition  between  fanners 
of  competing  regions.    The  marketing  boards  would  function  to  . 
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restrict  productivity  to  that  which  tjie  market  is  likely  to 
reasonably  Absorb,  miniTtilaing  uneconomic  surplusses  which  * 
benefit  neither  farmers  nor  consumers,  but  only  maximize 
profits  of  xniddleraen*     '  \  ■ 

\  While  the  national  marketing  boards  would  be 
Voluntairy,  special  privilegesr  such' as  federal  loan  guarantees 
might  be  made  available  to  farmers  participating  in  the 
inarketing  boards  as  an  incentive  to  participation  and  to 
maximize  their  effectiveness. 

What  is  being  proposed  is  no  more  than  that  ^i^hich 
is  possible  and  is  now  being  implemented  in,  fot  example, 
oui?  automotive  industry.    Similaj^ly/*  costs  can  bd  precisely 
computed  through  analytical  techniques  such  as  linear  program- 
ming and  budgeting. 

12}    Finally*,^  attention  should  be  given,  not  to  the 
*  •  solution  of  short-range  problems,  but  to  estab- 
lishing a  system  which  will  also  preserve  and  iftaximiase  the 
utilization  of  our  limited  natural  resources  for- our  children 
and  their  children.    To  this  end.  Congress  should  institute 

a  system  of  agricultural  zoning^  beginning  with  a  national  « 

r 

survey  of  land  resources  and  present  utilization.    The  second 
phase  of  the  survey  would  be  to  establish,  based  upon  the 
climatological  and  soil  conditions  in  each  region,  the  most 
efficient  uses  to  whibh  the  land  might  be  put,  in  terras  of 
specific  agricultural,  timber  or  mineral  productivity*  Next> 
agricultural  economists  would  ascertain  the  most  efficient 
units  of  production  for  the  various  ui^es  to  which  land  in 

'  ;    "      *  :'        ^  . 
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the  sector  might  be  put.    PinaXly*  variable  acreage  limita- 
tions Would,  be  established  for  all.  agricultural  uses  benefiting 
-^ixom  some  form  of  federal  or  state  assistance,  such  as 'subsidies # 
loaijtt  or  services*    These  limitations  would  be  non-restrictive  * 
aiid  would,  ,  father  ^  impose  flexible  guidelines  to  assji^e  the 
$  highest  use  of  the  land.    If,  for  example,  the  optimum  ^creagp 
for  a  farm  best  suited  for  midwestern  grain  crops  was  400 
acres,  farms  in. excess  of  440  acres  engaged  in  grain  production 
would  either  be  ineligible  for  public  assistance  such  as 
government  loans,  or  would  pay  a  premium  for  such  loans. 

13)    A  corollary  to  the  variable  acreage  limitation 

and  regional  zoning  program  would  be  the  iraposi-^ 
tion  of  a  graduated  tax  on  excess  land  holdings.  Acreage 
owned  or  controlled  by  a  conglomerate,  for  example^  in  excess 
of  the  most  efficient  acreage  appropriate  for  the  growing  of 
crops  best  suited  for  the  region,  would  pay  a  tax  based  upon 
the  excess  acreage  owned,  increasing  on  a  graduated  scale* 
The  exoess-land  tax  would  tend  to  reduce  the  advantage  deriving 
from  land  held  for  speculative  purposes,  and  reduce  the  pressure 
on  increased  lemd  values  related  purely  to  speculation  rather 
than  to  increases  in  productivity-^related  income*    The  excess*- 
land  tax  would  also  .discourage  the  ownership  or  control  o& 
giant  farms* 

As  with  excess  land  purchased  to  obtain  compliance 
with  federal  reclamation  project  limitations,  land  substantially 
exceeding  the  variable  acreage  limitations  would  be  sold  to  the 
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'  federal  government  and*  held  in  trust  for  the  future  needs  of 
our  society.    Land  held  in  trust  in  a  "land  bank"  could  be 
leased  to  farroersr  consistent  with- variable  acreage  limitations. 


The.  reduction  of  adverse  competitive  conditions  in 
agriculture  1^  the  introduction  of  indre  planning,  the  more 
pguitablo  distribution  of  direct  and  indirect  government 
assistance,  will  do  more  than  arrest  neo-feudalism  in  agri- 
culture •    It  has  the  potential  of  reversing  t\ie  migration  away 
from  farms,  of  stabilizing  and  expanding  the  economic  base  of 
our  rural  society  ,^nd  maximizing  for  the  future  the  utiliza- 
tion of  qur  most  precious  and  limited  resource— the  land, 
Whit  is'.suggejsted  is  the  fulfillment  of  the  Jeffersonian  ideal, 

adapted  to  a  controlled  technology  rather  than  a  technology 
e>  ■  .  • 

that  "controls  us,  and  an  efficiency  focussing  on  the  realize** 

tion  of  the  individual  farmers*  potential  rather  than  the 

anonymous,  powerless,  induittrial  model*     It  is  no  more,  than  ' 

the  practical  and  realistic  fulfillment  of  dual  elements  of 

our  American  heritages    individual  expression  and  maximal 

common  good. 

NATIONAL  COALITION^POR  IiAND  W5F0RM 
By  Sheldon  L.  Greene 
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Senator  Stevjbnsok*  I  want  to  express  &y  thanks  to  you,  to  Dr. 
Taylor,  who  I  note  is  still  in  the  hearing  room,  to  all  of  the  witnesses^  as 
well  astolSenator  Taft,  who  is  no  longer  here,  to  volunteers,  and  to  the  ^ 
staff  of  th%  subQommittee,  all  of  whom  have  made  these  provocative ' 
and,  I  would  hope,  fruitful  hearings.  vs 

I  will  keep  the  record  ojfJen,  as  1  indicated  earlier,  should  anyone 
care  to  sUbmit  any  further  stafeigaents. 

What  we  do  now  with  your  testimony,  Mr*  Greene,  is  conclude  3 
lorig  days  of  Keanligs  in  California  on  such  questions  as  who  owns 
the  land  i^  rural  Ajnaerica,  whether  the  use  of  the  land  is  consistent 
with  the  interests  of  small  farmers,  farmworkers,  and  the  208 
million  American  consumers,  taxpayers,  the  people.  y 

The  hearings  have,  I  believe,  shown  conclusivelv  that  our  policies 
toward  rural  America  are  not  what  they  should  oe.  Instead  of  en- 
couraging the  rural  growth  necessary  to  b^ilance  the  swelling*  of  the 
megak>polis,  the  policies  tend  to  encourage  the  depopulation  of  rural 
America  and  the  dehumanization  of  rurS  and  urban  America. 

Instead  of  encoura^g  efficient  small  farmers  to  turn  a  profit;  tax 
laws  encourage  indicate  farms  and  inefficient  corporate  giants  to 
faiTO  at  a  loss.  <      '  ^         ^.  . 

Our  policy  of  subsidized  mechanization  gives  agribusmess  bigger 
profits  while  putting  small  farmers  and  farmworkers  on  the  unem- 
ployment rolls.  •»      J  1    •  J  T 

The  remedy  for  policies  out  of  phase  with  the  needs  and  the  ideals 
of  America  must  be  new  ones.  Yesterday  ^n  the  San  Joaquin  Valley  a 
Mexican-American  concluded  his  testimony  with  a  request  to  the 
subcommittee.  He  said,  and  I  quote  him. 

Please  make  It  possible  for  my  people  to  be  able  to  buy  their  own  land  and 
to  care  for  it  with  hands  that  are  fuU  of  lore  for  the  soU.  As  a  simple  anan, 
I  do  not  know  how  this  can  be  done,  but,  if 'it  is,  we  wiU  be  able  to  buUd 
a  Ufe  for  ourselves  that  wiU  make  this  country  more  fruitful. 

He  and  others  deserve  that  chance,  and  I  think  it  is  up  to  the 
Congress  to  give  it  to  them,  to  find  a  way  to  make  it  possible. 

That,  my  friends,  is  What  the  hearings  for  the  past  3  days  have 
been  all  mont.  We  will  try  to^d  some  ways, 

ThaiUcyou.  ,        ,j  ^i. 

At  this  point  I  order  printed  all  stQ.tements  of  those  who  could  nW 
attend  and  other  pertinent  material  submitted  for  the  record* 

(The  material  referred  to  follows:)  *N 
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f  oCFrom  the  South  Today,,  October  19713 

liAiTD  Beform  :  A'  New  Gboijp  Helps  Poo*  Retaih  Thei*  Laud 

SOtJTH    0A«0IJWA'B    SEA,   ISIAWDS    HAVE   01fI.T   EECEIITLT   BBEK   DISCOVERED  BT 

DEVELOPEtS 

(By  Shimon  Gottschalk) 

The  new,  nonprofit  corporation.  Black  I^and  Services,  Inc.,  now  in  the. 
process  of  formation  in  Beaufort,  S*  C,  represents  the  flrjst  major  effort  in 
^  over  a  century  to  rectify  the  betrayal  of  the  hlack  man's  dream  of  land 
ownership  which  was  horn  with  General  Sherman- s.  Headquarters  Order  Num- 
ber Twenty-five.  The  order,  issued  in  Savannah  in  1865,  divided  485,000  acres 
of  Georgia  and  South  Carolina  coastal  lands  among  some  40,000  former  slaves 
and  was  designed  to  create  a  class  of  free,  independent,  self-suflaicient  black 
farmers 

By  1860,  more  than  two-thirds  of  the  coastal  population  of  South  CTarolina 
was  black, '•yet  nearly  all  of  the  land,  except  for  a  few  "uncivilized"  islands, 
was  claimed  by  planters.  Abandoned  by  their  masters  in  the  wake  of  advanc- 
■  ing  federal  forces,  these  former  slaves  had  a  long  history  on  the  lush,  moss 
bearded  South  Carolina  sea  islands.  Some  of  the  smaller  islands  had"  served 
as  a  first  place  of  refuge  for  nmaway  African  slaves  who  jumped  overboard 
as  their  ships  approached  the  continent  of  their  destined  servitude.  After  the 
Civil  War  ended,  those  blacks  who  stayed,  on  to  till  the  ravaged  fields  of  their 
former  masters  found  their  legacy  to  be  one  of  hunger  and  derivation. 

In  1869  the  South  Carolina  Land  Commission  was  established  by  the  state 
legislature  and  for  a  period  of  20  years,  it  j^erved  the  interests  of  the  f  reed- 
men  In  their  acquisition  and  tenure  of  former  plantation  properties.  It  was 
one  of  the  most  dramatic  stories  of  land  reform  in  American  history.  But  in 
1890  the  Land  Commission  Act  was  overturned  and  poor  black  farmers  were 
again  betrayed.  Since  that  time,  at  an  ever  increasing  rate,  wealthy  land 
speculators  have  connived  to  recapture  the  land  which  the  former  slaves  had 
won  at  such  high  cost. 

South  Carolina's  sea  islands,, byiSfessed  by  the  sweeping  (industrialism,  tech- 
nology and  agribusiness  of  Anierica,  have  only  recejitly  been  discovered  by 
deVelopers  w^  find  in  their  virgin  beaches,  their  vast,  mysterious  oak  forests 
and  grieving  marshes  a  lucrative  potential  for  the  nation's  burgeoning  tourist 
industry.  p  ^        ^  ^ 

It  was  Dr.  Donald  Gatch,  a  Bluffton,  S.  C,  internist,  who  also  brought  to 
tbe  attention  of  the  American  public  some  facts  which  were  not  likely  to  be 
incorporated  in  the  colorful  and  inviting  brochures  of  the  affluent  tourist 
colonies  which  were  growing  up  at  Hilton  Head,  Frlpp  Island  and  other  South 
Carolina  sea  islands.  Dr.  Gatch  testified  to  the  fact  that  children  were  dying 
of  starvation  in  South  Carolina,  that  Kwashiorkor,  a  protein  deficiency  di- 
>  sease  common  to  the  most  underdeveloped  areas  of  the  world,  was  rampant 
among  pre8ch09l  children  in  Beaufort  County.  In  nearby  Williamsburg  County, 
83  per  cent  of  the  population  is  reported  to  have  incomes  below  the  federally 
established  iwverty  level.  Yet  it  is  estimated  by  the  govemor*s  office  that  in 
South  Carolina  less  than  half  the  families  eligible  for  food  stamps  in  'the 
state  are  getting  them. 

The  lands  inherited  by  the  blacks,  have  often  proved  only  a  liability  to  fami- 
lies who  have  no  money  for  seed  or  fertilizer  and  no  cash  when  taxes  are  due. 
Some  fanners  are  simply  too  poor  for  the  Farmers  Home  Administration.  The 
FmHA  loan  application  procedure  is  too  tedious  and  complex  and  more  often 
than  not,  the  "man"  will  refuse  to  listen  to  a  farmer  who  has  no  clear  title  to 
his  property.  These  families  are  poor  not'  simply  because  they  have  little  or  no 
Income ;  they  are  condemned  to  the  perpetuation  of  their  poverty  because  they 
have  no  capital,  no  credit  and  no  collateral. 

At  an  ever  increasing  rate,  these  lands  with  their  magnificent  bearded  oak 
trees,  .wild  azaleas  and  honeysuckles  have  been  swindled  by  quasi-legal  means 
from  beneath  the  feet  of  their  rightful  heirs.  For  the  price  of  taxes  due— 
sometimes  as  little  as  $15  or  $20— acreages  are  lost  at  public  auction.  The 
court  house  sale  is  called  for  9  a.m.  and  completed  at  9i01  a.m.,  before  anyone 
can  comprehend  what  has  happened.' Lands  purchased  at  small  cost  per  acre 
^  are  sometimes  resold  at  20  times  their  original  price  as  resort  and  hotel 
properties. 

According  to  the  law  of  the  state  of  South  Carolina*  if  an  owner  of  landed 
property  dies  and  leaves  no  will,  it  is  divided  equally  among  his  heirs.  Ownership, 
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not  the  land  itself,  is  so  divided.  As  a  consequence  of  this  law,  the  owner«h!p 
of  most  properties  held  by  black  people  in  South  Carolina  is  spread  among  a 
multitude  of  Individual  heirs,  persons  living  throughout  the  Nation.  Some  are 
minors,  some  are  aged  and  infirm,  some  are  presumably  deceased  and  still 
others  cannot  be  found.,The  family  which  actually  lives  on  the  land  and  farmi 
it  has  no  greater,  or  special  claims  upon  it.  • 

To  trace  all  of  the  living  heirs  of  a  particular  property  generally  takes  yeari, 
and  the  legal  costs  are  likely  to  be  excessive ;  but  that  is  not  the  worst  of  th« 
problem.  If  any  single  one  of  these  heirs  has  taken  a  loan  and  placed  a  lien 
upon  his  share  in  the  land,  then  in  the  event  of  default,  the  lender  can  force 
a  partition  sale  of  the  property.  The  land  is  sold  at  pubUc  auction,  often  at  a 
price  far  below  its  market  value,  and  the  proceeds  are  divided  among  the  heirS. 
Thus,  by  gaining  control  of  only  one  of  the  shares,  unscrupulous  land  specula* 
tors  can  force  a  sale  which  will  almost  certainly  accrue  to  their  personal 
benefit. 

Partition  sales,  tax  sales  and  foreclosures  are  the  niethods  used  by  the  land 
robbers  to  deprive  poor  people  of  their  inheritances.  Yet  without  land,  the  ulti- 
mate source  of  nearly  all  of  man's  nurture,  without  a  secure  claim  to  this  most 
fundamental  of  all  birthrights,  there  is  a  Uttle  hope  for  the  future  of  the  rural 
poor,  especially  black  people  in  South  CaroUna. 

The  primary  aim  of  "Project  Black  Land**  is  to  halt  the  continued  alienmT 
tion  of  poor  people  frOm  their  property,  the  foundation  of  the  economic  devel- 
opment of  the  South  Carolina  low  country.  Project  leaders  include  attorney 
Charles  Washington,  Jr..  of  Beaufort,  S.C. ;  John  Gadsen  of  Penn  Community 
Center  in  nearby  Frogmore;  and  Rodney  Albert  of  the  South  Carolina  Council 
on  Human  Relations.  The  project  will  operate  as  Black  Land  Services,  Inc.,  a 
nonprofit  corporation  now  betog  designed  with  the  assistance  of  the  Bladt 
Ebononjlc  Research  Center  of  New  York  City.  Among  its  proposed  initial  func* 
tions:  ,  ^ 

1.  A  survey  and  inventory  of  black  owned  properties,  with  speciar attention 
to  their  legal  status. 

2.  A  legal  assistance  program  to  black  land  owners,  including  "preventive  law 
education."  •  / 

3.  Establishment  of  a  land  fund  to  be  available  in  case  of  emergencies  in  ' 
order  to^  prevent  tax  sales,  foreclosures  and  partition  sales. 

4.  Development  of  a  mechanism  whereby,  when  necessary  and  desirable,  the 
corporation  can  participate  in  land  sales  as  a  buyer,  holding  land  in  charitable 
trust,  either  in  behalf  of  the  individual  owner  or  in  the  namo,  of  the  community. 

5.  Challenging  the  constitutionality  of  partition  sales  under  the  14th  Amend- 
ment of  the  U.S.  Constitution. 

The  establishment  of  Black  Land  Services,  is.  of  course,  only  a  first  step. 
It  must  be  accompanied  by  economic  development  programs  whicli  have  their 
basis  in  the  land.^  A  number  of  producer  cooperatives  are  already  in  existence, 
such  as  the  Oyer  Coop  in  Blufi^ton.  the  Hilton  Head  Island  Fishing  Cooperative 
and  the  Sea  Island  Farmers  Cooperative  Association  of  Frogmore,  Penn  Com* 
munity  Services  is  the  center  of  efforts  to  stimulate  further  such  develop- 
ments^fforts  which  are  directed  less  at  the  probably  unrealistic  expectation 
of  major  outside  industrial  investments,  than  at  the  developmeiflT^f  indigenous 
talent  and  resources. 

The  next  steir  In  the  economic  development  of  this  area  might  be  taken  by 
the  establishment  of  a  commimity  controlled  land  bank.  Such  an  organization, 
which  would  not  only  serve  to  hold  land  for  community  purposes  and  help  ^ 
rescue  individual  lahd  owners,  might  also  step  into  the  much  needed  area  of 
land  management.  If.  indeed,  some  of  the  island  properties  are  worth  millions 
in  their  potential  as  tourist  havens,  then  the  increase  in  value  should  accrue  to 
the  benefit  of^the  comnmnity^  It  is  a  potential  source  of  revenue  which  far 
exceeds  anything  .thati^y  be  derived  from  other,  outside  sources.  Moreover, 
decisions  concerning  the  development  of  the  land,  will  be  more  nearly  in  the 
hands  of  those  who  haVe  worked  it  for  generations.  Such  cooperative  owner- 
ship of  property  would,  in  a  sense,  be  a  return  to  a  system  developed  by  freed- 
men  on  these  same  islands  over  a  hundred  years  ago.  At  that  time,  during  the 
midst  of  the  Civil  War.  former  salves  pooled,  their  meager  resources  in  order 
to  be  able  to  buy  land  from  the  temporary  Federal  authorities.  <• 

Mr,  Oottachalk  U  asBOCiatea  with  the  Center  for  Oommunity  Economic  DeveU 
opmentu  Oamhridge,  Mass.,  and  a  doctoral  candidate  in  aootal  planning  at  the 
Florence  Hell&r  School  for  Advanced  Studies  in  Social  Welfare  at  Brandeii 
Univertitu. 
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*    *      A'SugfMttd  Propooia  to.  OCO  for  «  Southttn  jUnd  Bank  Projoct 
'    *  tUxultttd  by  tb*  BJUdc-^Qononic  lUstL^  C«Ator  ' 

As  4i  19$$«  thtr*  wtr*  U*t  »llUon  blAck  p«oplt  living  in  the  «outh»  «o««  5$ 
ptrc«nt  of  th«  total  black  population «   Of  this  nvwbar,  nor*  than  H  Million  livad  in 
rural  araaa,   Bott  of  thaaa  figuraa  ha.va  baan  daclining  ovarWia  paat  aavaral  docadaa 
as  tita  attractions  offerad  to  blades  by  northern  and  mtrni  ccJ^itiaa  havo  aasiJ^w^** 
shona  tha  diawil  proMioa  ofjthii.South,  and  Moat  aipeciallyf  of  fta  rural  Souths  * 

Tha  individual  Mtivationa  raspooaible  for  thia  iMiaiva  tranafarano«  of  pop«* 
ttlation  ai^  da ^  cataloguing*  Hofavar,  tha  failura  of  rural  and  aWham  araaa  to 
provida  tha  blade  nan  an  opportunity  to  laad  a  lifa  in  dignity  and  aaSb^raapact ,  vith  ' 
m  dagraa  of  aconoodc  aacurity  and  profiraaa » haa  ctrtainly  baan  a  s«jor  cw^ibuting 
.  factor* 

'i    ■  ■  •■  .  _  •  • 

Unfortunately,  tha  deciaion  to  Higrata  has  not  alvitya  provad  to  ba  a  routa  ^91 

"  V  * 

battar  lifa  for  blaeka,   Hharcaa  tha  heavy  idgration  of  bladca  to  tha  utban  north 
wbidi  diaractariaad  World  War  XI  wm  largaly  inapirad  by  the  proapact  of  widoly  avail- 
abla  asploymant  at  good  vagea,  tha  Migration  of  tha  fiftiaa  and  aixtica  dorivad  pri*^ 
sariay  fro*  tha  aconoitic  criaia  confronting  unakillad  far*  Idbor  in  tha  south  aa  tha 
MachanixatiOQ  of  agricultura,  and  aapacially  tha  sadtina  harvesting  of  cotton  and  com^ 
SMapt  tha  South.   For  axaRpla,  *'in  tha  apaca  of  only 'tbna  years  trim  19U9  to  1152, 
tha  use  of  unakilltd  agricultural  labor  in  twenty  Hiaeieaippi  delta  counties  fell  by 
72  percent,  and  five  years  later  was  down  to  only  10  percent  of  the  19M9  lavol".^ 

Unlike  tha  foctiea,  however,  the  decade  of  the  fiftiaa  was  one  of  sluggieh  aco* 
soado  activity  in  Aserica  and  the  norhtem  utbati  acono»las  wars  unable  to  ii>aotb  thia 

'  ■  ■  *        '  i" 

^  Paoial  ruafeld,  "The  Baaic  rcono«ioi  of  the  Urban  and  Kacial  Criaia**, 

.  Kaaaard)  Soainar  on  tha  Ccontmlcs  of  the  Urt»an  and  Kacial  Criaia, 
Dapt«  of  Cconosica,  The  University  of  Hidiigon,  p.ll 
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I     flood  of  uiwikllcd  iwdgrmti.   Siiwltin^ou^ly,  tht  dowmd  for  unilciJUtd  industrial 

l«bor  WW  beinc  reduced  by  tht  txpandinc  odoption  of  autottatid  procodvaw*  In  indusUy*  - 
On«  of  tht  drocjatio  ond  ptrsicting  result*  of  thia  cowbinition  of  circuwt«nco«  wM 
th«  swift  growth  of  luAan  slum  ar«M,  an  sccelsrsted  dettriorstion  of  wny  aU>s«<^  \»- 
l>«althy  major  atidS,  and  tha  cmerctnce  of  what  is  currently  b6ing  euphemistically 
termed  "tha  vrtsn  crisis'*. 

Any  effective  attack  on  tha  urtan  problem  centtot  ignore  the  roots  of  that  ^roblec, 
which  is  to  say,  it  must  attonpt  to  deal  with  the  poverty  of  black  people  in  the  rural 
South.    There  ar*  a  nuirJ>er  of  fronts  upon  whidj  t^jis  poverty  must  be  attacked.    One  of 
the  moot  obvious,  of  course,  is  tha.t  of  assurint  that  the  existinc  governmental  pro- 
gTM  desicned  to  assist  rural  people  are  e«nuinely  placed  at  the  disposition  of  black 
people.  , Bitter  experience,  however,  has  demonstrated  hew  difficult  it  Is  to  achieve 
this  in  the  southern  states.   Additionally,  racl<vl  discrimination  in  the  administration 
of  government  prccrarm  is  merely  a  major  but  by  no  means  th^  sole  detewent  to  the 
iM^ailobility  of  ^jduting  profirans  for  southern  black  folk.   A  second  objection  is  thst 
many  of  the  pro$r*-un5— o .  g. ,  the  Dank  for  Cooperative*  and  its  sister  institutions--are 
'desifihed  tb  help  the  solvent  farmer.   They  cannot  deal  meanincfully  Vith  the  problems 
of  the  vexy  poor,  be  they  black  or  white,   these  voxy  poor  vaople  have  no  credit 
standings,  no  asccts,  often  very  Uttle  in  the  way  of  skills.   Thu*,^  they  usually  faiX 
to  meet  the  mlnimim  qualification  for  participation  in  existitiff  programs. 

What  the  area  urgently  requires  Is  an  inatitutiom,  or  a  series  of  inatitutlcoe , 
Whidi  would  have  as  their  objective  the  creating  of  economically  viable  family  units 
vliose  labor  power,  however  uoskilUd,  would  be  building  yp  «»  equity  for  them.   It  is 
Of  the  utmoet  iaportance  that  these  descendants  of  slaves*  these  fSmlUes  which  have 
mever  owned  anything  of  sU>3tance  since  their  arrival  in  llorth  Amtrica  hundred*  of, 
t)'  years  ago*  be  afforded  a  means  to  acquire  some  minimal  amount  of  Wealth  and  to  enjoy  a 

■odest  degree  of  security*   A  legacy  of  dependence*  whether  on  plantation  maaters  or 
on  federal  doles»  is  not  a  s^d  basis  for  self-respect.  ' 
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thm  DDick  Ecooowlc  K€««.»rch  C«ntor  would  liko  *to  prppoM^UjaJjOCO  orctti5L«t  (or 

If  it  prtftw  to  unitert«k«  *  dtmonstwieo  project*  that  it  «lthcp  mtkm  A  contract  or 

«  <r«nt  to  an  lndep«n<)ent  or^mixation  ktu^  m  th«  Hack  CconoKlc  Kastarch  Ccntar  for 

thif  purpoaa)  a  naw  Inatltution  d«dii;at«d  to  tha  coaU  of:  (a)  fadlttatlng  tha  trana- ' 

fawnce  of  land  to  poof,  aapcclally  black,  rtiral  peoplai  (b)  focilitatlnc  tha  li^rova- 

Mant  of  thl3  nawljf  acquitted  land  throu£^  tha  conatructlon  of  houilns,  tha  ptovlaion  of 

iiat#r»  and  almllar  appurtenancaa  and  (c)  facilitating  tha  davalopnant  of  profitabia  a»- 

pic9riwnt  opportunitiaa  on  thia  l«id. 

•  •  ■ 

Without  apacifying  what  tha  final  daaiim  of  rfuch  an  inatltution  xdght  ba,  tha 

follotiing  broad  outllna  misy  ba  autt«»tiva:    For  black  paopla  particularly,  tha  problaw 

•f  land  acqultition  haa  baan  aacond  only  to  tha  problaw  of  land  ratantion.   In  tha 

yaaia  following  tha  Enandpatioo  Proclamation,  blick  paopla  xacalvad.  tit  la  to  a  not  in- 

aignif leant  portion  of  land  in  tho  South  aa  bequaata  from  foTMar  alava  aiaatara  or  aa 

inherit  cncs9  via  illccitinato  unions  which  waw  for  oiia  twos  on  or  another  pt^licly  ad- 

ulttad  to;   Tliasa  black  landownara  tandod  to  k«  uneducated  and  totally  Itnorant  of  tha 

lagal  intricacies  involvod  in  land  titUa  and  propoj^ty  ownarahip.   Givan  tha  c^to^^itig 

hoatiUly  to-^ard  iho  black  man  in  tha  South  fro«i  1877,  and  aspcdally  frow  1890^ onward, 

it  i*  not  aurprlaing  that  thasa  ainpla  black  folk  had  graat  difficulty  holding  on  to 

whatavar  land  thay  had.   Thara  wara  no  blade  lawyara  or  bUck  raal  aatata  aganciaa  in 

tba  South  to  protact  their  intaraata,  atid  for  tha  civil  authorltiaa  to  connlva  with 

thair  whita  c^atriota  at  tha  as^anaa  of  tha  blad<a  waa  tha  rula  rathar  then  tha  ax« 

oaption.   With  tha  advant  of  tha  idgration  to  tha  Korth  at  tha  tiwa 

of  tha  first  and  aacond  World  Wara,  tha  Ml«cUna  in  black  land  ownarahip  bacaM  calan* 

itom.  During  tha  period  WSO-MfiH,  tha  acraaca  ownad  by  blacka  in  tha  fiouth  dtcUnad 

by  Hot.  Indfad,  it  ia  probably  not  inaccurata  to  aiy  that  whita  paopla  own  »ora  of 

KoJth  AMrica  today  than  at  acy  tina  in  hiatoicy  Mid  thia  parcantaga  cootlnuta  to  riaa« 

Maanwhilo,  black  A»aricans,whoaa  atako  in  tha  United  Statea  la  incMaaingly  being 

viawad  by  tba»  aa  tanuoua  at  beat,  ara  rapidly  loaing  title  to  *d»at  llttla  land  thay  do 
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Conse<iuonJtly,  a  iitonincful  attack  ott  rural  black  povorty  should  confront  hoad-on 
the  pvd>lcm  both  of  land  owntwhip  and  of  t«!chniq\»ea  to  in«uro  that  th»  lad  history  of 
awty  other  land  r«f owi  »ovcii»ent«  it  not  rcpaated  hort*  Hot  only  Host  tho  rural  pow 
be  provided  with  land,  but  their  long  ter«  rights  in  tho  land  must  be  adequately  pro- 
tected.  Many  black  pc6pie  in  the  South  are  acutely  iware  of  the  prc4)le»  of  land  re- 
tention and  aro  cxplorinj;  the  idea  of  developing  an  institution  which  Woul4  collect- 
ively own  land  on  behalf  of  those  who  live  on  it.  "The  community  institution  in  vhidt 
title  was  vested  hquIxJ  IfeitiC  tho  land,  on  a  Icnfi  tcnSfiriMvofiable  bosis  to  those  who 
lived  on  itfc  thus  providing  tho  dwellers  with  an  instrument  whicJi  would  have  value  as 
an  asact#    lu^rovomcnts  on  the  land  could  bo  wade  by  both  the  cot^nunity  and  by  the  in* 
dividual;  in  the  latter  caie,  title  to  tho  iirprovenent  would  rest  in  the  dweller  and 
could  be  sold  by  hi»  to  tho  conmunity  should  he  move  off  the  land*  ^ 

Ihe  collective  ownership  feature  ia,  of» course,  not  a  sine  nua  non  for  a  large 
acale  transference  of  land  to  poor  blad<  folk*  It  can  be  done  on  a  straitht  private 
ownerchip  basis ,  but  hopefully  wijh  ao:)e  "title  protection"  built  in.   Precufnbijblyt . 
plots  would  ba  contifiuoua  so  that  opportunities  for  cooperative  efforts  would  never- 
tbelesa  be.  available. 

At  least  two  types  of  financial  provisions  would  be  required  to  reallxe  |uch  a 
land  reform  effort  assuninf  the  land  wae  acquired  through  coimunity  purchase  (  a  »ort^ 
(axe  plsn  and  m  equity ^lan.    OCO  would  need  to  (uar^ee  the  mortgafies  on  the  land.  > 
It  would  also  have  to  provide  the  equity  portion  of  the  transaction*  in  the  form  of  a 
long  tert!  or  deferred  paymint,  interast-fr«e»  second  mcrtgage  loan*   Additionally  ,  OEO 
wotad  have  to  av^sidise  the  interest  rate  on  the  first  mortgage, 

•An  alternative  approadi  to»  providing  land  ownership  for  poor  people  would  be  to 
Mvive  the  concepts  of  the  Homtstead  ACt»  from  which  black  peopla  obtained  so  few 
benefits.    Many  black  people  feel,  with  some  justification,  that  the  govemmant  should 
give  them  land  jusf;  as  it  gave  land  auay  to  white  settlers  who  caaa  to  America  during 
the  alavexy  and  post  emancipation  era.   Hiero  are»  of  courae,  a 'Variety  of  .difficulties 
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with  such  «  proposal,  dicpits  ths  fact  that  tho  fadoral  fiovcTOiwnt  is  thi  ho^tUr  of 
xtcord  of  «oiao'33^  of  tho  total  acraocs  of  tho  U»S*  Mudi'pf  thla  land  is  not  auitablt 
for  huMn  habitation  jwd  «uch  of  it  is  located  in  art  as  vhcre  black  paoplo  do  not  live* 
Ktverthclosa,  thers  aro  pdjUcly  cwncd  parcels  scattered  throufihout  tha  South  vhidi 
would  bo  ideally  suited  for  sudj  a  project*   The  Dopartioents  of  Dtfcnsa  and  of  the  In- 
terior are  both  larfio  title  holder*  to  such  land,  as  aro  othsr  ptpart»«nto  to  a  lesser 

■    ■  /      ■  - 

degree*   OBO  should  not  only  arranee  to  obtain  prcftrrcd  access  to  sudi  pxijUc  lands  as 

they  becowj  avallablo  from  tlwe  to  tto:  it  should  actively  intervent  to  obtain  suit- 
able pieces  of  idlo  public  land  for  redistribution  to  ths  poor  undtr  a  procram  such  aa 
is  outlined  heroin 

In  addition  to  asaistinf  in  tho  transferal  of  titlo  to  tho  land,  the  propoa^id  new 
institution  should  facilitate  the  dovolopAcnt  of  incooe-producinf  profiraMi  which  would 
enable  the  new  land  owner*  to  sustain  economically  viablo  ftcdly  units.   At  on*  extreme 
families  on  wclfar*  •hould  not  b*  o>:clud«d  from  tho  procram.   Rath*r,  Inasmuch  as  th*lr 
weater  stipanda  mutt  cover  a  rental  payinept  to  soiwone,  how  much  better  to  poralt  this 
paynint  to  be  used  to  purchase  coro  equity  in  a  piece  of  real  propartyS   On  th*  otheJ? 
hand,  a  siajor  concomitant  effort  ouat  be  pade  to  assist  thttse  new  land  owner*  to  b*cor« 
s*lf  supportive*   In  sooc  casas,  this  will  Mean  the  d«velci).:^r.t  of  truck  farming 5  In 
so«e.  It  may  ncan  larue  scale  cultivation  on  a  cooperative  basis;  Ift  sosie,  It  can  Mean 
that  processing  facilities,  or  pothap*  soMe.  InduatrlaX  o|iportunity ,  will  have  to  be 
dev*lop*d-*-pertiaps  with  a  heavy  tovemwent  si4)*l(ty  during  an  initial  perlodf^Wdi  « 
*vbsldy  would  be  largely  In  lieu  of  a  welfa^i  pi^Aent,  and  would  vary  likely  hav*  bene- 
ficial long-rui  social  effects,  It  ml^jht  very  Well  be  an  econoMlcal  wiy  of  dealing  with 
rural  poverty*  ,  It  Is  certainly  Ukoly.  to  bo  dieapor  than  undirected*  Migration  with  the 
attendant  Incalculablo  coats  In  terto  of  urban  imd  human  deterioration. 

.  A  rural  developwent  program  with  *  land  ownership  baels  such  as  Is  being  propo«*d 
h*reln,  would  bo  a  test  of  th*  fialvocoablltty  of  at  leaat  tow  vestlfio  of  the  Joffer- 
sonlan  concept  of  America.   Whether  America'©  countryside  will  be  totally  swallowed  by 
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the  «cri-bu»lncs3  or  will  continue  to  b«  «  of  rcoidenc*  wid  (uwpiqycen^  Xov  ti^ 

s^lTiificsnty  if  reduced,  nunbcx*  of  modeot  incona  ptople,  it  txm  of  tho  profound  quw- 
tiow  confronting  our  locitty  todsy*   Indotd,  it  wiiX  hcaviay  influence  tho^futurt 
shape  of  that  society.    Four  nillion  rural  bOac^  fol^c  in  tho  South  ore  in  dir:^  need  of 
help,  snathe  uiiian  clune  do^ot  offer  the  help  vhich  tJiey  ocek*   OEO  has  en  historic 
opportunity  to  piontcr  an  altcnjetive  route  for  these  long  suffering  pttopa^j* 
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DcccfiiiOJ?  29#  1367 

pa*sn  <.cni(;iioa  to  coAvinco  Cia  Aaiiirlu-an  people  that  tho  • 
Sri^-catic  factorio»-in-tho-i?iaia  which  oxiot  in  California 
an^  cavcral  othor  ctatca  chouia  to  itioCoXti  ^:or  ail  far.'^  unit«* 
«iic  cc:ar>aic,n  to  aiscrcCit  tho  nr^.orai  Union  i^oa  that  tho 
i:aAily-.typa  i?ana  16  tho  jcoRt  dG.iril^lo  unit  o£  agriculcural 
production  haa  Icon  «idaa  and  ctcttcu*  by  oconoraicta  in  Xand 
HS^f^  collerjca  and  in  a^jricu^iLuro  c::5i?artincnt»  of  univorciti... 
x^itorc  oC  «*ga«ino«^  ncw«paoor»  i^sid  no  doubt  many  «illion« 
o^  poopio  ii«vo  >x5on  brainwashed  tod  havp  con«»<iucntly  acc^iptod 
without  question  tho'idoa  that  tl^  fc^iily  f arn  ip  in^f^ici,.^ 
and  that  cu?«r~farnui,  ownofi  cnd^  o^JoratoU  by  aiXlionalroit  and 
conaloiwrat*  corporationo,  ro?r««ont  tho  vav«  oJ!  th«  ^utur». 

Ci/o^t  undor  tho  rug,  i^norad  and  aupproaaad  aro  ;^ny » 
atudioa  vnion  havo  b«on  nac2a  wh^lLch  prov*  without  any  reason- 
ablo  doul,t:  that  tlvo  axiall  or  nodiu;a-.«ij:Qd  unit  ia  moro  o'2i^ 
ciont  tha.i  tho  largo  corporate  unit.    A  nuaib^r  oiC  cconoraists 
apparently  havo  bo^  quietly  working,  ^.tAaring  information 
in  many  parts  of  tha  United  Statoo.    A  recont  publication  of 
tho  Oapartiaont  off  Agricwlturo  raproacnta  auiaK»rioo  of  thoao 
a^udiaa  nado  in  trarioua  aroas  off  diffCorcnt  typaa  off  faming 
unopr ^  variety  off  conditions.    TUo  ovorwholming^  conclurjion 
o*  this  otudy,  a  coopoait*  qf  133  atudioa  which  haw  baon 
aauo  in  tho  laot  fow  yoarc,  icado  to  tha  inaacapabla  conclur 
aion  that  big  farming  ia  inafficiant.  ^ 

atudioa,  baaad^on  iolid  facto,  ara  not  wiobful 
c^iinl:ii2g.    Thoy  are  tho  roault  of  hundrcda  off  analycao  of  tho 
coata  and  tho  groaa  profits  which  go  into  nmny  typoa  of  fara- 
ing  including  fruit,  grain,  livoatock,  cotton,  vagatabloa* 

'^J  ?        dairy.    Thata  atudiaa  put  tha  ffingar  on  the  ^int 
Oi.  aijainiching  roturna  vhich  is  aoon  raachad  whan  tha  f ara  ia 
unaaly  ojcpandad  or  too  larga  for  afficiant  oparation.  Kara 
ara  a  f«w  axaaplaai 
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(1)   p;;uic?  s^ATu^s  uj  oiLiroaiyiA 

Cn  tlio  ttOJi-ir.achanlzcd  poach  fanao  in  Yuba  City  in  tha 
x;3»yvilio  area  o2  Cali£o^"nia«  avoraoa  p?o<luctioh  cost  i^ar  ton 
q£  itoxiclKia  CocXin^C  wr>  to  a  proUuativa  imit  of  cbout  CO  cqrcs 
(tiv^raovi'^iJiroauction  vac  713  toaa  o£  pchchoo).    Doyona  t?,at^  - 
c^ii^Q  aliciif^rcuutfcionp  in  liaivocting  cocta  and  aacUinory 
ii4Vv-ctEi3r.t  r>o3f  acra  voroi  rv;alis:ca#  *>:i:t  Uioca  w#ro  oiiTGat  ty 
incrcaaoj  in  coats  o£  hirQd  au^rvicioa. 
« 

Oa  tha  ri3chanijtoa  i^cacli  Uroi  tho  avara^o  cost  Uoclinad 
i.o  a  i?ora  siro  off  V^^<><*^  acrao,  ♦A£tor  that 

liQiuu  Uic;?o  was  no  reduction  in  cokt  on  largor  unite. 


(2)     ZCJA  CASH  GiUMU  AKO  CHOP-^ZiXVCSTOCK  ITARKS 

(a)  noitfth<>rn  lo^/r^ 

TIio  hilly  farm  in  Couthem  Jowa  ahowad  lowoct  costs 
Cor  a  unit  off  about  020  to  3C0  acroo.    Vhis  vo^^rcocntcd 
a  2-r4an  o:>oi:ati6n  and  a  ^IcM  tractor*    Tho  cost  ravonua 
ratio  was  0.95.    This  ffifl&g  ms&ns  tivat  tho  iiyootock** 
grain  ffarcor  had  to  opond  05  conts  for  ov«ry  dollar  of 
(;ro20  incoisa. 

On  upland  £an*.ia  In  Southom  Iowa  th«  coat  rovanuo 
ratio  wao  much  lowor,    A  l-aian#  3-plow  tractor  fam  off 
ICO  acros  produced  $1.00  off  groas  incoia*  £or  ovojcy  C2  . 
cento  in  cootc.    Two-mh  ffarnis  showed  a  little  bottor- 
ratio  —  a  320  aero  iJarra  with  two  3-plow  tractors  only 
.   had  to  spond  57  cants  for  ovaicy  dollir  off  gross  incomo* 
ilov/ovorf  coct  advantaoos  in  larga>--uni$B_wQra  loss  th»n 
tiv>  320«'aora  jTarm. 

(L)    Uoffton^  and  t^orthoaftt  Iowa 

A  200  aora  ffani  with  K  contintious  corn  prograra 
eaiao  out  with  a  coot  rovonuo  ratio  aif^0*42«    Ondar  a 
5-yoar  rotation  ttio  lcc*K)ot  cost  on  a  iam  of  320  acros 
wao  0.40.    Undor  currant  cropi^ing  practices  a  400-acro 
£ara  also  raoultad  in  a  coot  rovonua  ratio  off  0.46. 
ror  ^/Qstom  Xowa  costs  ware  considarably  highar.  TlUs 
otudy  sliOMsd  littlo  difffforonca  inACo&ts  (only  2-<:ants 
par  ^X.OO^pt  IncoiM)  in  Xorthoast  Zowa  batwson  400  and 
000  acras. 
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lESWY  AVAILABLE 


(3)  S3±pSJ2ja3S2II^^ 


t:iyissrc;qr  i;aru;3.    a  Jar.-a  of  440  acres,  vil^ui. 

Ucjro  i%  tx  ouraaary  oi:  Uia  CjKaa  lUolx  l>iaii;:j  rar.u 
ctatisticftt 


I-;:an  f  -  • 
l-::a:i  L  «  ^ 
2«:{aa  -  -  - 

^-iion  -  «  - 
5-*fiin  «  -  - 


-  120  to  2^0  4"Vcrco 

-  2^0  to  ceo  . 

-  2G0  to  1220  « 

-  C20  to  X#2GQ  Acres 

-  X,200  to  i,S23  Acx«o  «  0.7XX 

-  X#40D  to  X#C03      *  0.7X2 


732 
0.708 
0.73 
0.700 


On  hoavy  «oiXc  in  Prasao  County,  Cali^oinsia  eoaU 
o*:  producing  cotton  proved  to  Jxi  Xowoat  on  ai  4-:nan 
£axa  of  X#X34  acroo.   Vha  coot  rovonuo  ratio  vas  0.35. " 
On  «  l-xwn  raro  o5  270  acrca,  th«  cost  rovonu«  ratio 
was  O.OX. 

Ifovwvor,  on  Xl^jht  coilo  in  2*roono  County  a  7X0 
acra,  4-aaa'5ara  provaa  to  Ija  xiioat  or;:iclcnt.  A"^ 
l-faan,  J^03  aero  ^ara  had  a  coot  rovonuo  ^fatlo  of  0.C3, 
tho  4-aan  Car^a  haa  a  coot  rovonuo  ratio  of  0.70*  TJibro 
wa3  no  incroaco  in  of ^ioicncty  aftor  tJUa  point*    5r.>a  * 
fitudy  incXudcd  faros  up  to  an  C^-Joan  oporation. 


CAIOty-OarJIA  CASH  CPOP  IfVUUS 

,  villa  ctudy,  based  on  furzr^j  in  YqXo  County,  IftcXudca  ougar 
l;ca;;o#  tc:^atooa,  nlXo,  barXoy  ana  ca£rio:;or«    Coat  pet  ilolXar 

rovcnuis  on  tliono  fai'.im  doeXlncil  ohari^Xy      to  about  pXOO#OaO 
of  r^vo;.uo.    Tlio  coot  rovonuo  firjura  on  tliano  f?ira3  waa  0.70^ 
Cn  •ar^'na  of  X400  acrca  which  prouucod  on  tlio  avorago  al;DUt 
$2^-0, OOD  vortli  of  proaucto,  tlio  coat  rovcnua  iSocXincd  to  0.G5. 
AJter  that  point  tha  coat  ravcnuo  otatictic  Incroacod  to  0.72 
at  $440,000.    ^ra  vaa  no  dacroaco  a&'tor  that  on  Xar(;or  unito. 
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CoiK^jlvUoion  of.tlio  author  of  this  study  was  that  thorc  wais 
no  oconomic  incontiva,  to  operato  extreraoly  large  farms  —  6G0 
to  800  acros  could  coftipoto  with  larger  farms.    Tho  difference 
in  cost  v/as  slight  an^  risks-  pertaining  to  managoraent  on  largor 
farina  Werfe  considered  greater. 

(5)     IJMPEimL  VAIIffiY  V32GSTi^IiE  CSOP  - 

^     ^lis  particulzur  study  concluded  that  with  contrndt  services 
long  run  costs  Are  constant  from  very  small  farms  up  to  2400. 
acres.    Another  cone lusidn  was  that  :tho  Imperial  Valley  farmer 
achieves  no  advantage  in  owning  equipment  and  actually  has 
advantages  over  larger  farms  which  own  ecruipmant  used  at  less 
than  full  capacity.    This  asstuucs  that  contract  facilities  are 
available  for  the  sraaldPand  medixim-sizod  farms*    The  general 
conclusion  is  that  there  are  no  significant  economies  based  on 
size. .  '     .  , 

(6>     KEKN  COUNtcy  CASH  CROP  PARKS 

In  this  Eucea  the  640-acre  unit  was  most  efficient.  After 
that  point  costs  per  revenue  dollar  began  to  climb-    The  follow- 
ing table  indicates-^he  economies  based  on  sizei 


Table  6.— Cash  crop  farms.  Kern  County,  California:    Total  coit  per 
-   dollar  of  crop  revenue  for  three  cropping  programs 


Farm  size 
(acre*) 


Coittrevenue  ratio  for— 


Cotton-alfalfa  ;  Cotton-alfalfa-;  Cotton-alfalfa-barlay- 
farmi         I    potato  farmi    l  mllo  farmi 


80-  — 

160  — 

320  —  — 

'640—  -— 

1,280—  

3,200  


1.06 
.96 
,92 
.91 
.94 
.96 


1.06 
.94 

.n 

,93 
.93 


1.00 
.93 
.91 

CB9' 
.91 
.92 


Sourca:    Calculated  from  dita  In  Farii  and  Armatrong  Study. 

California  Ej^periment  Station  / 
Giannini  Foundation  Res.  Rpt,  269 
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(7)  mm. 


5. 


thnn  1,000  acres  tI.o  co.t.  .or^  Miohtl^Moh^^^^^^ 

xnaxcateo  that  incrcr-cos  in  siso  bcyon4  1.000  ac^c^ 
rcauicoa  in  xncroascd  coats.  ^  ^v-t.^-- 


Basic  resources 


Farm  ^ize 


^ll-utiliz^tion  farm  plan 


Men 


Tractors         *  Acres  '  ^^^s  farm 
•  :  income 


Operator:  Cost:revenue 
income  :  ratio 


Small——— 
I-Iiedium-^*^— • 


Uirge- 


One  30  to  46  HP 

1,000 

$24,572 

$3*669 

One  50  to  60  ia» 

i,6oa 

39,317 

5,629 

.86 

Two  50  to  60  HP 

2,500 

61,420 

5,429 

.91 

Two  50  to  60~HP, 
one  25  to  35  HP 

3,600 

88,462 

f,252 

f  .94 

(2)    DAIRV"  FAWffi 

fa)     W<*VF  Ertcf1,and 


Vaq  iaost  efficient  unit  on  dairy  foriao  in  Kaw 
England  was  a  Z-mon  pperaUon  with  7a  cowa  anS  coata 

H^^v^r    i^^^  ^  management 

Eov/Qvor,  if  no  charge  io  made  for  Xator,  the  1-jton 
operated  farm  with  35  cows  achieved  lower  costs'. 


e 
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irv  Cagh  Grain  Parma 


On  fariafc  in  Iowa  ixi  tlti^  catogoty  thoro  was  only 
a  9li0h1:  «^ducti^a  in  coets  as  horas  wore  Q5c^)cn<3e<3 


f  roa  34  to  58  cows, 
rciativoly  higher  — 
gross  ilicomo. 


The  cost  rovenuo  ratio  v/as 
90  coats  o^iponded  f oar  $1.00  o£ 


\ 


Average  costo  doclineS  sharply  «P  to  a  herd  o£ 
150-head.    However,  laanageiaont  cli£ficultioo  typically 
occurraa  when  the  herd  reachad  a  siso  of  150  to  175 
cowo.    This  problea  resulted  from  (1)    feed  jwaeue 
increases  with  herd  size;     (2)    difficulty  in  varying 
the  level  of  grain  feeding  relative  to  each  ^ow  o 
production  hecauao  of  variation  aaong  cowa,  and  13) 
.    ^aga-nont.  supervision  and  coordtoation  duties  h^^^^ 

laore  difficult  with  resultant  decline  in^efficiency  of 
/  operation.  . 

(a)    Miimeaota  Dairioa 

A  study  based  on  dairying  iti  Minnesota  indicates 
a»t  tlio  2-raan  dairy  with  87  cows  and  a  faro  of  490 
acres  ac'hievod  a  cost  revenue  ratio  of  0«82.    A  l-nian, 
48  cow,  290  acre  operation  was  slightly  lass  efficient. 
The  coat  revenue  ratio  was  0.84  on* this  farm  size. 


(9)  FSSDiaTS 

iovoral  studies  have  bean  made  to  dotenaine  the  maxi-mn 
ef£i<kency  of  foedlots  based  on  size.'    according  to  one  Colorado 
study,  f^dlots  with  between  1700  and  40°^  -^^^^^^ 
t^  with  a  15-ton  feed  laill  ^«re  most  efficient.    She  fecdlot 
S  So  to  SOOO  hea<i  on  feed  at  a  tine  with  a  50-ton  ndll  was 
laost  efficient.    This  study. indicates  "j^^  econondes  of  sx|p 
obtained  by  foedlots  feeding  over  1500  head  are  too  sn^^>°  • 
have  W  appreciable  effect  on  the  average  cost  of  producing 
beof ..  •      ■    °  ,      ■  '    ■  .. 
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A  IJSJ>A  Qtndy  concludoo  .that  econp.'aies  6Z  size  are  attaJLn- 
in  a  siso  range  of '1500  to  5000  hoad.    Boyoncl  tliits  point 
^    tho  cost  curvQ  cloclitiea  siicjlitly,  but  the  savings  were  incig- 
nificcint,  of  tUoso  stuclios  indicate  tliat  tlieriS  ixs  no 

ccononr^  resulting  frOiU  tho  gigantic*  fecdlots  such  as  "those 
,  operated  by  the  Itational  Tea  ifooa  chain  ancl  the  Gates  Rubbor 
Co^r^any.    •Those  food  Jots  are  ai5t  to  ba  much  Icsa  efficient 
because  they  are  not  operated  at  fuU  capacity.  Consequently 
the  percentagp  of  fixecl  coots  are  greater  than  in  the  aiaall 
foGcaiot* 
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mtmOum 
^  UandatCoHfp 
Campemia 

T 


Stf»wbefricv~«Hl  squwh.  tctnporar. 
ily — uc  ibc  mctnt  for  piorKcnng  a 
cow  tcooomk:  concept  for  twcnt>-fivc 
MexKia-Amoricaa  famOjc*  m  CiB- 
forma't  Pa|wo  Vatley  »c  StnU  Crur 
aaid  Monterey  counties. 

Latt  April,  PbiCbp  SiKboz,  then 
OE0*s  dtttctof  of  oporttioM,  ttracd 
the  first  ip»de  of  dirt  in  an  80-»cre 
^prMd  of  soU. 

R««ffUy,  now  OEO's  d>fKtof.  San- 
chez >venl  bick  to  t»to  the  firtt  itrtw* 
bcrritt  iwbKh  came  from  the  land 
which  I»d  been  inrttally  "feinlizcd- 
with  a  special  SlOO.WJ  OEO  gnat. 

Tbc  first  S40,000  of  thii  pilot  proj- 
ect fuodhil  turned  over  to  the 
25  faraibc*  at  tbc  gnJundbfefcUng 
ceretnonici  Sanchez  pre^'^^ed  the 
check.  The  Tc^  of  the  pant  ia<  vnce 
been  pud 

Then,  ^  the  contmtuni  advice  of 
the  Jtaff  asd  board  of  the  reiUrii\ 
Coa«  founts  Ocvtktpmont  Corpora' 
fiott,  and  lecbnKal  an^iun^e  from  the 
thtivtrttlt  of  C'aUfomu  Agncttlfural 
Setvioe,  these  charter  famiiy  menbcrt 
of  Co-op  Camped  ma  began  fj'Iiog 
their  own-  land  mUcad  *>f  workmg 
*a  mi;5T»at<  on  the  Und  M  cthtf 

Each  famtty  w«j  aflolted  a  two- 
■era  pJot  and  ihcy  jomtly  agrted  to 
pUot  30  acre)  ot  scfMsh  at  first  ai  a 
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Taa  :tne  cutt  N't  tgatith 
QUiik  aiantt  crop  lt«fart 


■4  CTlHi  ttlrurt  th«  tanJ  briatt  xkt 
t^uazti  mtp-  *a»  pianied. 


■  Tfiii  liiunjt  tiij  tcatinufi 
to  plant  but  I  cm  kt^p  fill 
cvci  awat  tmm  tht  ictmgra 


Thr  **Me  hm>fi.  fn^m  a/Jtit  to 
Uraabrtrtri 


'  quiik  tT:i:m:v"  vn^p  unid  the  straw 
hstry  «:awn  cnucJ.  (()n!>  13  of  the 
?5  fanJiliVi -flanictl  squaiJo 

rtiuugli  cavil  family  worked  its  <iwo 
fhtt.  tcctiinp,  fcrtiljimg,  jnd  market- 
ing an  J  uic  ttf  Oiujpmcnt  done 
iwmly.  t^iiU  plui  checked  J5  to 
pniductinn. 

I  lie  nr:t  cquaiih  harv  ckl  came  hit 
Jul>  und  August, 

t  ash  return  nro  in  un  tbc  Qtsl 
iqtia^b  pJandiig  anU  tijs  rcs-Jllu  indi- 
cate that  each  tif  the  13  fdnuhcs  earned 
about  $2,1 7fj,  Some  MUpmtvS 
boxci  of  tqua'Ji  w«c  taken  from  each 
cultivated  ncrc 

Slrawbcrr>  planting  aud  limited 
picking  on  tJjc  Iar|:r  acreage  baa  only 
jtni  bc|un  hut  about  U5  fltfC3  wdl  be 
planted  to  straivbcrries  by  mi^  W2, 
and  tItmiM  return  about  SCOO.OOO  ra 
fr«s3  stlca,  it  13  csuntatcd. 

U.ucd  iTi  net  return.  t,fi.:j  of  lI:o  .2S 
parl.cipaung  Mcxiean.Arncrican  /ami- 
liea.  two.tIiir4Sj  of  whom  wcro  below 
tix  iKt\xny  level  before  ihc  project, 
cqn  expect  to  earn  abm  SJO,0()0  each 
Overall,  Cocperauvc  Campcsina  h 
a  pilot  ntodcl  or  a  kU  suitaining  cco» 
nomlc  enijt>  through  ^hich  liio  low 
UKcmc  rural  pjior  can  u'-i.-  to  clivatc 
themselves  above  ths  poverty  leicl 

And  tlumib  OEO  pioiirercd  the  con. 
ccpi  and  initial  funding,  it  u:a3  not 
aUmo  in  giving  financial  atsistancc  tn 
tfio  formerly  povj  migrant  famifjrs  Hho 
handed  together. 

After  the  Farm  flomc  Adrainisira- 
tio.T  declined  to  pariieipate,  Wclh 
Fflffo  joined  in  with  an  SI^O.OOO 
crop  loan  which  mil  bi>  repaid  from 
strawberry  aalci  In  V)72. 

And  whib  Cooperative  Campciina 
!ia»  itill  a  wav  m  go,  it  appears  hradcd 
toward  rc:Jcli:ng  itt  goal  of  giving  "tJic 
farmworker  or  thareoopper  the  umc 
economic  independence  cnjitycd  by 
the  majority"  of  Afoerictnl 
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^  _i-£j      ifci         ,     ^  1.  

M|MW#«  4iffd(^t  C^^tiftk 
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OBO  GiAHT  TO  Pio  *H  Pap  'Fakh  Woimw  KAiiri  Kaht  Qmanowa 
.   (By  Allan  Grant) 

lASfc  monUi  the  Office  of  Economic  Opportunity  mad©  a  grant  of  |45O,00O  to 
.  m  tised  to  form  codperatlves  among  farm  workers  to  take  over  600  acres  of 
berry  production  of  Vic  'n  Pac  Foods,  Inc» 

As  perhaps  you  will  recall,  Pic  'n  Pac,  a  processing  firm,  and  Salinas  Straw- 
berries, the  largest  single  strawberry  producer  in  the  Nation,  were  purchased 
by  S.  S.  Pierce  Co.*^of  Boston  several  years  ago  and  were  operated  under  the 
name  of  Pic  *n  Pac.  ^ 

Shortly  thereafter,  the  United  Farm  Workers  Organizing  Committee  de- 
manded to  represent  the  field  workers.  Not  wantlAg  to  risk  a  nationwide  boy- 
cott of  S.     Pierce  brands,  Pic  'n  Pac  signed  a  contract 

Last  October,  Pic  'n  Pac  announced  it  was  getting  out  of  the  farming  busi- 
ness because  it  was  losing  money  on  that  portion  of  ita  operations.  Blame  for 
the  lossei?  Incurred  was  laid  on  mismanagement,  and  on  the  InablMy  of  TTFWOC 
to  provide  sufficiently  trained  workers  to  harvest  berries  at  a  Asonafile  cost. 

At  that  time,  according  to  Pic  'n  Pac  president  David  WalshFthe  firm  held 
Investments  in  700  acres  of  first-  and  second-year  berries  which  it  was  offering 
for  sale.  However,  there  were  no  "takers*'  because  of  the  successor  clause  in 
Pic  'n  Pac's  contract  with  UFWOC. 

Initial  attempts  by  Pic  'n  Pac  workers  to  obtain  an  OEO  grant  to  take  over 
the  berries  were  foiled  because  accompanying  conventional  financing  could  not 
be  obtained  to  purchase  the  berries.  (QEO  grants  thus  far  cannot  be  used  for 
outright  purchase  of  land  or  production,  only  to  train  and  assist  workers  in 
operating  that  business,) 

It  has  now  been  reported  from  a  reliable  source  that  Pic  'n  Pac*s  president 
David  Walsh  has  arranged  private  financing  for  the  workers  to  purchase  the 
berries— of  course,  the  workers  will  have  to  pay  him  back,  undoubfedly 
through  an  assessment  on  each  box  of  berries  they  harvest.  In  addition,  Pic 
n  Pac  also  has  arranged  to  market  the  berries  for  the  workers'  cooperatives. 

No  matter  in  how  much  "social  good"  Pic  'n  Pac  wraps  this  deal,  It  has  the 
appearance  of  a  large  corporation  nsln&the  Government— and  farm  workers— 
to  recoup  what  it  can  of  Its  losses  and  to  set  Itself  up,  make  some  money  In 
marketing  and/or  processing  of  the  production  of  government-financed  cooper- 
atives. 

But  the  grant  raises  many  more  questions  beyond  those  of  Pic  'n  Pac*s  pos- 
sible gains. 

Most  strawberry  producers  are  not  large' operators.  They  are,  in  fact,  small 
growers,  with  the  median  average  being  between  six  and  20  acres.  While  ^any 
do  market  cooperatively,  they  receive  no  Government  assistance.  So  what  we 
have  Is  one  group  of  ^all  growers  financing  their  own  operations  while  an- 
other group  receives  Federal  financing.  Obviously,  those  financing  their  own 
operations  are  going  to  be  at  a  competitive  disadvantage. 
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What  happens  when  the  berries  the  workers  are  purchaslnir  hare  to  be 
replaced?  •  ^  ^ 

The  majority  of  production  in  California  is  now  on  a  1-ycar  basis— 2  years 
i«  considered  the  maximum  life  for  economic  production.  It  costs  $2,500  per 
acre  to  bring  strawberries  Into  produetlon.  Where  will  this  money  come  from? 
In  paying  back  Pie  'n  Pae,  plus  trying  to  eke  out  a  living,  It  fleems  highly 
unlikely  that  the  fitrm  workers  will  have  money  available  to  net  aside  for 
future  investment.  And  since  the  venture  was  not  viewed  as  suitable  for  con- 
ventional nnanelng  initially,  what  likelihood  is  there  that  such  flnanelng  wiU 
be  available  in  the  future?  Won't  this  venture  have  to  be  continually  federally 
0nanced? 

But  most  important,  what  about  the  farm  workers  themselves  who  will  be 
participating  in  this  venture?  According  to  reportu  from  the  GEO,  theoretically 
the  farm  families  Will  receive  in  return  for  their  labors  an  Income  of  $10,000 
per  year.  Also  theoretically,  the  family  will  consist  of  six  workers  w^o  will 
handle  SVi  acres.  That  figures  out  to  about  $1,600  per  worker. 

Shttrccropplng  in  California  strawberry  production  is  not  new.  In  many  in- 
stances families  supply  the  labor  while  »the  grower  supplies  the  land  and  the 
inputs.  The  net  returns  are  divided,  According  to  growers  who  work  with 
sharecroppers,  the  families  can  and  do  cam  between  $10,000  and  $20,000  per 
year  handling  two  to  four  acres,  with  the  average  running  about  $15,000  for 
three  acres.  Thus,  is  it  such  a  good  deal  for  those  farm  workers  who  will 
participate  in  the  cooi^rative?  They  could  certainly  make  more  money  work- 
ing as  sharecroppers.  And  there  is  a  question  as  to  whether  they  could  not 
make  more  by  working  as  pickers. 

The  berries  in  the  Salinas  Valley  will  be  ready  to  start  harvesting  in  April. 
A  500-acre  operation  in  strawberries— the  acreage  of  berry  pro(\uctlon  assumed 
by  the  cooperatives  to  be  formed  under  the  grant— is  a  tremendously  large 
unit.  Can  a  cooperative  be  put  together  with  untrained  people  in  time  to  per- 
form the  cultural  practices  andi^et  the  berries  off  this  season?  Or  will  we 
shnply  have  wasted  $450,000  on  a  social  experiment? 

And  the  whole  matter  brings  up  one  flnal  question:  Is  this  going  to  become 
a  pattern  ...  for  UFWOC  to  break  a  farming  operation,  then— with  Federal 
funds— have  its  members  take  over  that  operation? 
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land 

The  consensus  is  widening  that  a  bnti- 
pi  part  of  the  effort  to  redefine  the 
terms  under  which  communities  exist, 
and  concomitandy  their  efforts  to  deal 
with  the  problems  of  poverty  and 
poverty  itself,  lias  to  do  with  the  i<isue 
of  land:  the  way  it  is  owned,  the  way  it 
is  assembled,  the  way  it  is  used,  the 
way  it  is  defined.  It  is  an  issue  that  cuts 
across  both  the  differing  problems  of 
rural  areas  and  the  similar  problems  of 
urban  ghettos.  Land  is  both  the  domin- 
ating  resource  In  rural  areas  and  the  one 
from  which  the  poor  in  the  city  have 
been  systematically  excluded.  Most 
critically^  it  is  a  key  determinant  of 
income  distribution, 

In  the  South,  the  loss  of  land  by 
black  people  has  been  a  primary  con- 
tributor to  <thcir  lack  of  economic 
power.  In  Appalachia,  the  physical  un- 
dcrmining  of  the  land  throu^  the 
expropriation  of  mineral  rights  by  min- 
ing  companies  his  scarred  both  the  land 
andits  people.  In  the  Southwest,  con- 
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flicdngclakns  abonc  che  Und-tbouc  who  owns  ic  and  ^ 
how  it » to  he  used -has  led  co  violence  and  corruption 
on  a  grand  scale.  In^the  natitn's  cities,  the  speculative 
frenzies  that  land  b  subjected  to,  the  fenrour  with  which 
Und  is  handled  as  a  commodity,  has  made  the  annihila- 
tion of  communities  where  poor  people  live  only  a 
matter  of  time. 

Oiirv^iKuuion  here  barely  begins  the  subject. 
For  e^cam^e,  we  hate  not  attempted  to  analyze  the 
leg^l  UsMcs  involved,  although  tha  legal  issues,  and 
more  important  the  way  the  legal  system  legitimizes  \ 
social  reality,  are  central  to  the  problem.  That  is  a  large 
discussion  <hat  has  to  be  made  elsewhere.  Sinularly, 
we  have  not  made  any  effort  to  comment  on  impor- 
tant work  in  Und  reform  in  other  countries.  Both  sub- 
jects need  volumes. 

The  attempt  here  is  much  more  modest:  It  b  to  get 
community  groups,  particularly  CDCs,  to  reflect  on  the 
problem,  shape  a  framework  for  understanding  it,  and 
in  the  process  begin  to  act.  More  than  a  few  CDCa 
have  already  committed  themselves  to  the  issue. 
Their  experiences  -  in  Chicago,  East  Boston/Georgia, 
New  Mexico,  California  ~  will  be  telling. 

The  discussion  U  modest,  too,  in  that  it  concentrates 
on  rural  areas,  even  though  the  question  of  who  con> 
trols  land  in  tha  city  is  going  to  ba  pressed,  with  in- 
creasing vigor  during  the  next  few  years,  and  probably 
will  come  to  be  the  burning  issue  a  few  years  from  now. 
£ut  it  is  in  rural  areas,  we  feeti  that  the  issues  surround* 
ing  land  use  are  easier  to  enunciate;  they  are  less  inter- 
twined with  other  matters. 

In  agriculture,  of  course,  the  long<term  movement  is 
toyard  larger  and  larger  farms.  Thus,  if  poor  people's 
organizations  are  to  succeed  In  agricultural  production, 
some  way  of  auembling  larger  plou  of  land  has  to  be 
found.  It  is  worth  noting  that  the  original  OEO  bill 
reported  out  of  the  House  and  Senate  Committees 
in  1964  provided  for  a  Und  bank  for  the  rural  poor 
operated  by  thi  Department  of  Agriculture. 


This  is  the  second  in  an  open  ended  series  of 
occasional  bulletins  on  Issues  in  community 
based  economic  development  The  first,  May 
1971,  dealt  with  a  variety  of  more  general 
topics,  but  the  succeeding  issues  will  be  focused 
on  a  sinife  topic.  The  current  issue  concerns 
land  use  and  abuse.  The  next  buQetin  will 
concern  problems  in  housing  development 
faced  by  community  abased  groups,  and  me* 
chanisms  for  serving  some  of  those  problems. 
Community  Bconomtcs  is  edited  by  Arthur 
Tobier.  Individual  copies  are  available  at  11  a 
copy  from  the  Center  for  Community  Econo* 
mic  Development,  1878  Massacliusetts  Avenue, 
Cambridge,  Mass5U)2140.  Manuscripts  are  wel- 
come, but  must  be  accompanied  by  self- 
addressed  stamped  envelopes- 
Copyri^tO^ED1972.  


On  the  other  hand,  the  long-run  trends  in  recreation 
and  tourism  arc  both  a  threat  and  an  opportunity  for 
poor  people.  Tourism  and  recreation  are  among  the 
fastest  growing  industries  in  the  American  economy. 

can  expect  that  they  will  continue  to  grow  as  in- 
comes increase  and  as  the  congestion  of  urban  areas 
make  vacations  in  rural  areas  more  important  to  urban 
people.  In  many  rural  areas,  in  fact,  tourbm  and  recrea- 
tion are  the  most  important  economic  forces  in  a  cen* 
tury ,  promisii^  to  open  up  all  kinds  of  opportunities 
for  the  unemployed  and  underemployed,  particularly 
insofar  as  recreation  has4>ecomc  an  all-year  round 
activity.  .  t. 

But  for  the  most  part,  tourism  Is  still  randomly 
planned,  which  has  caused  over-development,  and 
brought  in  its  wake  congestion  and  pollution. 
Moreover,  it  becomes  harder  for  the  small  business* 
man  to  make  a  profit.  Over-building  drives  returns 
down  and  onl^y  the  larger  corporations  have  the 
staying  power  to  hold  onto  the  Und  and  exploit 
it  in  a  rational  manner.  ^ 

Tht  activities  of  the  Urge  pulp  and  paper  companies 
are  a  case  in  point.  These  companies,  which  own  or  con- 
trol millions  of  acres  of  Und  in  rural  areas  in  the  South, 
AppalachU,  northern  New  England  and  the  West,  are 
now  going  into  the  recreation  business.  Hatdng  ob- 
served the  economic  futility  of  the  small  business  ap- 
proach to  tourism,  the  big  companies  arc  assembling 
land  for  vacation  home  "tcs,  recreation  complexes,  and 
tlic  like.  '  ,  ,    r  c 

The  result  of  all  this  is  to  worsen  the  life  of  the  poor. 
Land  prices  increase,  cost  of  living  goes  up,  and  the 
pUces  where  the  poor  have  hunted  arid  fished  to  sup- 
plement the  family  diet  are  now  closed  to  them.  Even 
the  con^^rn  with  ecological  matters  seems  to  work 
agamitflie  poor  in  the  long  run  in  that  it  reduces  the 
likcUbood  of  attracting  industry,  which  further  reduces 
the  opportunities  for  jobs. 

So  ways  have  to  be  found  to  deal  with  the  problems 
of  the  poor  without  exacerbating  them  in  the  process. 
One  approach,  which  CCED  is  going  to  explore  over 
the  next  two  years,  Involves  the  use  of  community- 
based  economic  development  organizations  as  the  basic 
designers  of  land  development  programs,  both  to  take 
advantage  of  the  rbing  market  fo^  tourism  and  recrea- 
tion and  lo  rationalize  agriculture.  CDCs  have  to  become 
adept  at  land  assembly  and  land  banking,  and  they  have 
to  become  sensitive  to,  and  be  able  to  deal  With,  the 
growing  tension  between  concerns  for  the  enwonment 
and  economic  development. 

The  possibilities  for  CDC  involvement  in  this  issue  - 
as  a  mechanism  ^through  which  poor  people  can  ac- 
quire and  control  land  -  have  always  been  there,  ac- 
cording to  Alex  Mercure,  former  executive  director  of 
HELP  in  New  MexkoMt  is  just  a  matter  of  being  bold 
enough*  he  feels,  to  look  the  possibilities  in  the  eye  and 
act  on  what  is  to  be  seen. 
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Mune  u  the  poorcic  state  in  Now  Enflana  and  ranki  37ih 
in  the  (fountty  in  tcrmi  of  ptrKJapita  income.  Since  mo«t 
of  tht  poofer  states  are  in  the  South,  where  the  mUder 
climatip  reduces  the  cost  of  Uving,  Mainers  are  probably 
worse  off  Uian  the  per  capita  figure  implies.  Indeed,  the 
state  has  all  of  the  problems  associated  with  poverty, 
including  poor  housing,  iU-health,  and  joblessness.  And 
smce  It  does  not  have  a  major  racial  problem  (altHough 
It  does  have  a  small  number  of  Indians  who  have  had 
thdr  share  of  mistreatment)  the  problems  of  poverty 
ar«  more  clearly  a  class  than  a  racial  phenomenon. 
^  But  while  Maine  has  bfecn  poor  and  rural  for  a  loiig 
time  and  has  been  experiencing  out  migratiori  for  a 
ong  tmie,  those  who  have  chosen  to  remain  in  Maine 
have  gotten  by  because  land  had  been  cheap  and  ac- 
ceiiible.  They  could  hunt  and  fuh  for  meat.  rai»e  and 
can  frmts  and  vegetables,  and  had  a  cultural  environ- 
ment  that  allowed  them  to  "make  do"  with  old  clothes 
And  old  cars. 

Since  the  mid-lWOs,  tfie  sute  has  been  trying  to 
attract  industry  through  tax  and  financial  incentives. 
«n  effort  that  has  not  worked  very  weU.  A  few  firms 
have  come  into  the  «tatc,  but  if  is  not  clear  that  it 
hM  been  in  response  to  any  of  the  incentives  offered 
by  th«  state.  In  several  instances  firmi  have  come  In 
tnd  operated  for  the  duration  of  the  subsidy  and  left 
Msoon  as  the  subsidy  ran  out.  Recently  the  largest 
loan  guaranteed  l)y  the  State  Industrial  Authority  - 
to  a  sugar  beet  factory  -  went  sour  and  the  state 
u  now  stuck  with  the  mortgage. 

In  fact,  faf  from  making  progfew  in  the  industrial 

**  J  ^fiiU      ^*  ^'^"^^^  Between  1967 

and  1969,  according  to  the  state's  own  Department  of 
Economic  Dcvclopnjent,  the  number  of  production 
wotkeri  employed  in  manufacturing  industries  drop- 
p<d^rom  121,100  to  118,020.  Pcrhapi  more  signifiV 
cant,  expenditures  for  plant  modernization  and  equip, 
ment  dropped  over  t}ie  same  period  from  %U6  million 
to  1106  militon. 


The  pdp  and  paper  and  lurabtrinduatriii  wliicli 
account  for  one  third  of  the  wlue  of  manufactured 
good*  in  the  atate  have  drastically  reduced  their  in* 
vestments.  Indications  are  that  several  nujor  firmstt 
do  not  intend  to  continue  significant  activity  beyond 
the  Ijfe  of  present  pUnt  and  equipment.  Instead, 
they  are  monng  into  recreation  and  tourism,  en- 
couraged by  the  fact  that  in  recent  year*  v»catiortert 

from  the  cities  of  the  Northeast  Corridor  luve  Hocked 
to  Mame  m  increasing  number*  to  exape  coneestion. 
overcrowding,  and  poUution," 

Between  1964  and  1969  spending  by  tourists  in 
the  state  almost  doubled  and  has  continued  to  rise 
smce,  Touriim  i*  now  the  number  one  industry  in  the 
•tate,  awjiprices  have  skyrocketed  as  a  result.  An 
acre  of  Und  that  sold  for  $20  in  l961cannot  be 
had  for  less  than  1200  today.  Stories  abbpnd  of 

TTn  wi^T^'^T^  wealthy  people  from  Boston 
and  New  York  bought  land  dirt  cheap  f,om  poor 
farmers  a  few  year*  ago  and  have  made  fortune*  on- 
the  increase  in  value* 

The  effect  of  this  on  the  poor  is  profound.  Wherea* 
the  poor  rural  Mainer  praviously  could  stay  in  hil  com* 
mumtf  supplementing  his  incdme  with  a  garden,  by 
hunting  and  fishing,  and  by  digging  clams,  the  rise 
in  taxesi  rentt,  and  the  general  coit  of  livil^i*  squcez. 
ing  him  mercilessly.  And  the  land  itself,  which  used 
to  be  open  to  hunting  and  fishing  by  Mainers,  is 
now  being  fenced  off  for  the  pleasure  of  outsiders. 

Even  hb  own  government,  based  on  the  New  £n|]and 
town  m);et{ng  of  which  the  Maincr  could  be  justly 
proud,  is  being  undermined.  Township*  are  without 
.Jtonmg  powers,  which  they  n<ver  needed  before  and 

rt     ^t^^^  ****  »ophi8tication  to  understand. 

Where  they  have  regulatory  powers,  the  town  select- 
neither  the  skill  nor  the  economic  power  to 
avoid  being  dominated  by  the  corporate  interests. 
During  a  recent  survey  of  Maine  local  government, 
a  researcher  asked  a  lo<:al  sdectmm  how  he  thou^t 
the  board  was  going  to  vote  on  a  particular  issue.  The 
•clectman  replied  that  he  didn't  know  yet  since  he 
hadn't  called  the-Boiton  headquarters  of  the  town's 
largest  firm. 

Gradually  the  poor  rural  Mainer  is  being  driven  out 
of  his  community.  The  ^umbers  on  population  move- 
ment* suggest  that  Maine's  coastal  areas  are  under- 
going a  shift  in  population  vrith  low  income  indigenous 
Mainers  being  pushed  into  the  sparKly  settled  back- 
wood*  areas,  where  opportunities  are  practically  nil. 
The  process  is  reminiscent  of  the  cycle  of  uprooting 
and  resettlement  that  American  Indians  were  subjected 
to  during  the  19th  century. 


ViU  MttlcU  U  itkinftom  tht  suthor't  tMtni4Hl  htfot*  tf» 
SuhcommitU*  on  Mlgrtlory  l^or,  Us.  Stmi*  CommiUt* 
on  Uhor  md  PuhUc  Wtl/^rt,  in  WtthiHgUm, 
O.G,  Stplembtr  22,  i97S. 
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Such  contidcratioiu  do  not  Kcm  to  feed  into  the 
policy'inakini  nuchinery  of  pUnnert  and  itnteglits. 
At  a  time  when  ercryonc  with  money  to  inrcit  in 
th^  sUte  i>  pucdngit  into  land  and  recrtlation,  the 
state  i«  itiil  trying  to  attract  industry  to  Maine,  and  the 
attention  of  moat  of  the  regional  offices  of  federal 
agenciei  ii  riveted  to  "the  mobility  strategy*'  and 
industrial  development.  ^ 

Yet  while  tourism  and  recreation  are  the  most  im-* 
portant  forces  to  hit  the  state  in  a  century,. and  could 
open  up  all  kinds  of  opportunities  for  the  under* 
employed,  especially  now  that  reaeation  in  Maine 
has  become  an  all-year  activity,  the  poor  can't  get  a 
handle  on  these  opportunities  because  they  are  con- 
trolled by  out*of-staters. 

A  recent  estimate  put  the  total  absentee  ownership 
of  the  state's  land  area  at  80  percent.  Fifty-two  percent 
of  the  land  is  owned  by  paper  companies.  Outsiders  own 
tho  land  and  control  the  bent  fits.  Morco  vct»  wages  arc 
kept  low,  in  part  by  importing  thousands  of  out-of- 
itato  college  students  who  compete  with  the  local  popu^ 
lalion  for  summer  jobs.  Jobs  with  ^ny  kind  of  career 
potential  go  to  people  brought  in  from  the  outside.  Nor 
I*  there  any  training  oriinancing  available  for  local 
people  to  take  advantage  of  the  business  opportunities 
generated  by  the  recreation  and  tourism. 

To  make  matters  worse,  the  statewide  development 
of  tho  tourist  industry  has  been  random  and  unplanned. 
New  motels,  hot  dog  stands,  service  stations,  g^ft  shops, 
and  camping  grounds  pop  up  every  day  as  corporations 
and  entrepreneurs  chase  each  othcr  all  over  the  Maine 
coaat  In  an  effort  to  get  locational  advantage.  Over- 
development has  already  occurred  in  some  areas  and 
the  result  has  been  overcrowding,  congestion,  and  pol- 
lution. In  addition,  this  chaotic  competition  has  made 
it  harder  lor  small  businessmen  to  make  a  profit  since 
overbuilding  drives  returns  down.  Only  the  larger  cor^ 
poralions  have  the  staying  power  to  hold  onto  the 
land  for  \\%  long  term  benefits. 

Furthermore,  the  capital  gains  resulting  from  the 
oteaddy  rising  value  of  the  land,  which  is  Maine's  pri- 
mary rcioufco,"  arc  also  lost  to  most  of  the  Itate's  in- 
digenous p«pulatii»>.  If  tapped,  suCh  values  could  gen- 
crate  badly  needed  funds  for  public  services.  But  the 
state  relies  on  an  archaic  and  regressive  property  tax 
which  ironically  Uvora  tho  large,  corporate  landowner, 

I  think  it  l»  ealo  to  say  that  what  is  happening  in 
Maine  is  happeriiilg  elsewhere.  In  Vermont,  for  example, 
a  recent  Itudv  showed  that  23  of  31  Vermont  plants 
employing  more  than  250  people  are  owned  by  out^f- 
ftatcri.  Despite  the  Vcrmonter's  image  of  himself 
as  a  free  independent  yeoman,  he  is  practically  a  serf 
10  corporate  mtorests  m  New  York  and  Boston.  The 
intereoting  thing  \%  that  this  pattern  of  absentee  oWner- 
ilup  has  emerged  just  in  the  last  15  years  as  a  result 
of  the  trend  toward  mcrgcra  and  conglomerates. 

In  western  North.  Carolina  and  other  places  in  Ap' 
palachia,  tho  lumber  and  coal  companies  tlut  have 
sucked  the  minerall  and  timber  dry  arc  now  cutting 
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up  their  h(4dingi  Into  vacation  and  retirement  homcf . 
A*  in  Maine,  taxes,  rents,  and  the  cost  of  Unng  have 
liKn  in  theic  placet  and  the  foor  arc  being  further 
impoverished.  > 

If  there  has  h«cn  a  broad  survey  of  corporate  Ui» 
owneniiip  in  the  United  States,  I  am  unaware  of  it. 
Howevcr>  in  my  own  limited  obKrvat^on*,  many  of  the 
same  corporate  names  Kem  to  Crop  up  in  4iff«ent 
parts  of  the  country.  Among  the  major  corporate  land- 
owners in  Maine  are  Georgia  Pacific,  tKf  International 
Paper  Company,  and  St»  R*^  Paper*  In  Harlan  County, 
Kentucky,  the  larr*t  landowneti  in  the  county  arc 
US<  Steel,  International  Paper,  and  GcorgU  Pacific* 
In  Jefferson  County,  Miuisaippi,  the  largest  Undowncri 
arc  Johns  Manville,  International  Paper,  and  St.  Reg^ 
Paper. 

The  growth  of  recreation  and  tourism  and  the  shift- 
ing pattern  of  development  to  less  congested  and  pol- 
luted areas  will  in  the  next  decade  offer  a  tremendous 
opportunity  for  revitalizing  rural  America.  But  the 
rural  poor  who  should  stand  to  gadn  from  these  trcnda 
are  being  pushed  out  of  Ue  picture  by  the  corporate 
sector.  Efforts  to  pour  investment  subsidies  Into  rural 
areas  without  regard  for  who  benefits  will  make  a 
mockery  out  of  the  genuine  need  of  the  poor  to  partici- 
pate In  the  development  of  rutal  areas.  As  In  urban 
renewal,  rural  renewal  could  become  a  disaster  for  the 
poor. 

Where  do  we  go  from  here?  How  do  we  get  out  of  the 
-deadend  into  which  our  rural  policies  have  taken  ui7 
Tlic  first  step  is  to  recognize  the  nature  of  the  issue. 
Behind  the  "problems"  of  bad  housing,  poor  educa- 
tion, insufficient  jobs,  lack  of  capital  to  icart  a  business, 
and  so  on,  is  a  system  of  unequal  distribution  of 
land  and  resources  under  a  largely  absentee  ownership. 
This  system  has  been  created  by  tax  policies,  subsidy 
program3,*nd  technical  aid  efforts  paid  for  by  the 
U.S.  taxpayer.  ""^ 

Tliis  conccntr^ion  of  power  renders  helpless  not 
jiist  the  poor  butall  parts  of  rural  society.  Even  where 
skillful  men  of  good  intent  lead  a  local  government, 
they  cannot  maklt!  the  changes  needed  because  rural 
communities  themsclvci  arc  In  bondage  to  these  cor 
poratc  powers.  And  it  i»  not  in  the  nature  of  tilings 
tor  International  Paper  to  tax  itself  for  better  homing, 
in  Maine,  or  for  Georgia  Pacific  to  concern  itself 
with  schools  in  Harlan  County,  or  ior  Gt.  Rc|ps  to 
worry  about  poor  black  iharccroppcri  in  Jefferson 
County,  Mississippi.  ■ 

A  second  step  is  to  get  the  facts.  What  information 
tlicrc  is  concerning  ownership  of  rural  America  is 
scattered  and  incomplete.  The  federal  government 
which  ipendi  millions  of  dollars  on  rural  locio- 
economic  research  of  dubious  value  has  dohc  nothing 
on  the  basic  question  of  who  owns  the  land  and  the  ^ 
resources  in  rural  America.  What  is  needed  il  a  dc 
tailed  and  thorough  study  of  the  concentration  of 
ownership  Jn  rut^l  AilicricaJind  iti  relationship  |tf  - 
rural  poverty. 
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But  etien  before  the  completion  of  lucli  ■  itudy, 
M  Strategy  for  rural  development  can  htpn  to  be  * 
formulated  Elements  tq  f uch  ■  itratefy  mifht 
include: 

development  ofa  system  ofcredit,  training  and 
technical  asiiitanceibr  poor  peoples'  rural  co» 
operatircs  and  other  self-help  enterprises.  The  pro- 
powdTitk  VII  of  the  Senate  version  of  the  Econo« 
mic  Opportunity  Act  is  a  start»  but  it  only 
scratches  the  surface.  ' 


On  American  Iliitory 
The  hiitory  of  the  giveaway  of  America's  public 
lands -hundreds  of  imllioni  oif  acres  .over  a 
century  and  a  half-constitutes  one  of  thfe 
longest  ongoing  scantfab  in  the  annals  of 
modem  man.  Fraud,  chicanery,  corruption  and 
theft  there  were,  aplenty,  but  more  sandalous 
was  the  lack  of  co/icem  for  the  lodal  con- 
setjutnces  of  uneven  land  dwtribution.  Congress 
at  times  6id  enact  such  foresighted  measures  as 
the  Homestead  Act  of  1862,  but  far  more  often 
it  authorized  the  wholesale  disposal  of  public 
lands  to  speculators  rather  than  to  settlers.  And 
what  Congress  didn't  surrender  to  the  (and 
hoarders,  the'itate  leg^ilatures;  the  LandOfHce 
and  the  Interior  Department  usually  „ 

In  the  «arty  nineteenth  century,  the  typical 
speculator's  gambit  was  to  form  a  "company" 
which  would  bid  for  massive  granu  from 
Congfess  or  the  state  legislatures,  generally  on 
the  pretext  of  promoting  colonixation.  Once  a 
grant  was  obtained-and  it  never  hurt  to  be 
generous  with  bribes^ the  land  would  be  divid> 
cd  and  resold  to  settlers,  or  more  likely,"  to 
other  speculators.  The  enormous  Yatoo  land 
frauds  ^in  which  30  million  aaes,  consisting  of 
nearly  the  entirety  of  the  present  sUtes*of 
Alabama  and  Missiiiippt,  vftte  sold  by  the 
Georgia  legislature  for  less  than  two  cents  an 
acrei  and  then  resold  in  the  form  of  scrip  to 
thousands  of  gullible  investors^Waa  perhaps  the 
moat  famous  of  these  profit  maldng  Khemes. 
Huge  fortunes  were  made  in  such  swindles,' 
often  by  some  of  the  most  respected  names  in 
government.  The  social  consequences  were  not 
limited  to  the  quick  enrichment  of  a  fortunate 
few.  The  issuance  of  vast  tracts  of  l^nd  to  ■ 
speculators  alio  had  the  effect  of  driving  up 
land  prices,  thereby  impeding  settlement  by 
poor  Americans.  And,  since  grants  were  not 
al.ways  completely  broken  up,  they  had  the 
additional  effect  of  implanting  in  the  new 
territories  of  the  South  and  West  the  pattern  of  • 
large  landholding^^that  persiiu  to  this  day, 

,  Peltr  Bamet 

Excerpted  from  "The  Great  ^American  Land 
Grab."  7ht  New  Repuhlic^  June  5,  1971. 


-  reform  of  iarmjub«dy  pirograrhs  which  favor  cor- 
porata  wealth  over  the  small  farmer, 

-  cxtenaion  of  minimuin  wage  lawr  to.iarm  workers 
to  alleviate  the  exploitation  of  humi^n  betngsthat 
ji  the  backbonip  of  large  scale  corporate  fatming 
In  rnany  para  of  the  country, 

f  -  a^thift  U  the  priorities  of  federally  supported'jgrlv 
cultural  research  from  a  concentration  on  large- 
scale  technology  to  tec^hnologf  suiirabic  for 
smaller  farms.  It  is  Wnli|jelj^  that  th^  shift  to  Ugt* 
Kale  farming  would  havis  bappeneci  in  tnihy  crops 
had  not  the  research  sponioredby  the  Department 
of  Agriculture  been  sO  oriented  to  large-acale  farm, 
ing, 

^  relorm  of  taxpotici^rs  which  provide  incentives  for 
the/^ealthy  to  specwlaie  in  Ian3.  Also  required  is  a 
shif  t  away  from  the  prope^f  y  tax  to  a  more  progres. 
sivc  bcome  tax  as  a^baticrsqurccof.local  govern- 
ment inconier  V 

"  teviMon  ofruraldcvelopra^ntlcgiilationsuchai 
that  wbich  jiroposei  a  Kural  Divelopment  Credit 
System  (S  ^223)  to  assure  that  it  would  become 
a  vehicle  foraelfdevclopmcnt.  ^ 
development  of  a  land  bank  proj^am  whereby  the 
federal  govewmcnt  would  financcleJcal  purchase 

'  ofland  for  locally  owned  development  projecu. 
Likc  the  Urb^W  Kenewal  Program,  the  land  Bank 
would  provide  '^wriee^owm"  for  local  pr ojecu. 
Unlik*  the  Urban  Renewal  ft ogram,  develop^ 
ment  projects  would  be  sponsored  and  owned 

*  .>by  publicly  owned  local  or.  regional  devielop' 
ment- corporations  responsible  to  the  commu. 
nities  involved.  Through  these  development 
corporations,  migrant  workers  could  be  ^vcn 
an  Opportunity  to  settle  and  obtain  land  owner- 
ship. 

-^  exploration  of  the  antitrust  aspects  of  thtrcon- 
cen  tratJon  of  land  ownership  boking  towards 
the  possibilities  of  comprehensive  Und  reform 
through  both  legal  and  legplative  action. 

-  reform  of  abuiei  of  acreage  limitations  under 
the  Federal  Reclamation  Act. 

It  is  not  e^y  to  conclude  that  an  important  part  of 
the  solution  to  rural  poverty  is  in  the  redistribution  of 
land.  Such  a  solution  teems  to  lie  so  far  into  the  future, 
H  each  day  that  goes  by  is  another  day  of  suffering 
for  migrants  and  other  rural  poor  people.  BGc  after 
seven  year*  of  trying  to  cure  poverty  with  band  aids, 
the.federal  government  cannot  continue  to  delude  it-  ^ 
self  a*  to  the  real  nature  of  the  dlieai<:.  .  * 

Ironically,  the  United  Sutes  h|i  been  preachifig  the 
Wrtuea  of  land  reform  to  lets  developed  countries  since 
the  end  of  World  War  II.  T(je  forcet  that  reiitt  Und 
reform  in  Latin  America  and  ^la  are  similar  tothe"^ 
forcet  that  have  prever^ed  It  from  Ucotning  a  sub- 
ject of  terioui  discuiiion  in  this  CQuntry.  But  for  bet- 
ter  or  worte,  land  reform  is  as  much  a  feey  to  the 
elimination  of  rural  poverty  in  Amerltla  as  it  is  any 
where  else  dn  the  ||obe. 
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this 

and  other 
myths 

The  system  of  taxing  property  in  this  country  is  no- 
^    toriously  regressive.  All  units  of  land  get  uxed  at  the 

*  same  rate,  no  matter  how  large  the  holding  or  how 
hig^-the  owner's  income  level,  which  means  the  burden 
of  the  tax  is  made  to  fall  more  hpavily  on  the  man  with 
the  smaller  holdings  and  the  smaller  income.  To  mak? 
matters  worse,  the  large  corporate  landholders  have 
regularly  abused  even  this  system,  favortd  by  it  as  they 
are.  As  a  recent  study  by  Ralph  N?der  amply  docu- 
m'ents,  corporations  have  sy^ematically  been  allowed 
to  flout  or  evade  the  assessmeiitT^rocWs.  They  manage  n 
through  influence  peddling  off^M^^prt  or  another  to 
keep  their  property  underasse«Sjfand  their  taxes  low. 

The  corisequences  of  this  situaj^on  are  manifold.  For 
the  public  schools-whiqh  depend  on  property  taxes 
for  financing-^it  means  shortchangjng  children,  forcing 

.  them  to  spend  their  time  19  setting?  that  are  dismal, 
'    makeshift  and  dehumanizing.  But  equally  distressing, 
according  to  ad^49i|^tes  of  land  reform,  1$  that  the 
maladministratia^f  the  property  tax  provides  cor- 

'  porate  interests  with, the  very  marpn  of  profit  that  has 
encouiraged  development  of  dubious',  if  any ,  social 
value. 

In  other  words,  land  reform  advocates  argue,  the 
property  tox  as  it  is  now  constitoted  and  administered 
pves  corporations  the  subsidy  they  need  to  mindlessly 
exploit  land,  while  it  denies  the  broader  commui^ty 
the  instrument  it  needs,  given  the  institution  of  private 
'    property,  to  insure  that  humane,  rather  |han  economic, 
values  determine  priorities*  ,     -  r 

The  land  reformers  want  to  tiirn  that  sitiution 
around  and  make  the  property  tax  an  instrument  l\oth 
for  equalising  social  costs  and  for  insuring  a  balanced 
development  that  is  defined  by  the  whole  community 
»  and  not  simply  by  the  corporations  that  dominate  the 
community's  economy.  ^ 

They.w6uld;upp9[rt  a  progressive  lystcn^hat  u, 
a  system  where  taxes  increased  as  a  function  of  the 
amount  of  land  o^yned  and  its  value;  and  they  would 
provide  for  differentials  in  the  tax  rate  so  that  govern^ 

*  ment  couW  encourage  one  kind  of  development  Snd 

•    ♦  ^ 


discourage  another.  Just  as  churches  have  been  made 
tax-exempt  in  their  land  holdings,  presumably  to  en- 
courage the  spread  of  organized  reUgion  and  a  parti- 
cular ethic,  land  development  by  community-based 
organizations  could  be  encouraged  by  extending  them 
the  same  tax  exemptions, 

Qf  course,  to  build  the  constituency  for  this  position 
so  that  it  has  political  currency  is  not  an  easy  task.  The 
tajdng  power  is  also  the  power  to  confiscate  and  the 
idea  of  confiscating  a  corporation's  private  property 

*  because  that  corporation  has  violated  the  community's 
laws— which  is  where  the  image  gdes  if  you  take  it 
far  enou^— flies  in  the  face  of  tfiat  which  every  Ameri- 
can is  coached  to  show  undeviating  respect.  Rather, 
Americans  have  been  willing  to  acquiesce  and  believe 
corporations  were^ socially  responsible.  It  is  work  such 
as  Ralpfi  Nader  describes  in  the  following  testimony 

,  that  must  serve  as  a  starting  pdint  for  a  general  re- 
assessment of  this  and  other  myths.  Arthur  Tobier  % 

Statement%y  Ralph  Nader  before  the  Select  Committee  ' 
on  Equat  Educational  Opportunity,  U.S.  Senate, 
Washington,  D.C  September  30^  i97i. 

. . .  Little  needs  to  be  said  here  about  poverty  in  Appa- 
lachi^;  but  much  should  be  said  about  Appalachia's 
wealth.  Appalachia,  Dun  'i  Review  has  said,  suffers  ^ 
from  an  "embarrasJftnent  0/  riches."  It  is  one  of  the 
''richest  mineral  regions  in  the  world;  in  1965  Kentucky 
alone  still  held  about  27.8  of  an  original  35  billion 
recoverable  tons  of  coal.  Three  hundred  ninety -six 

'  mUlion  dollars  worth  of  coal  was  mined  out  of  Kentucky 
in  1968.  There  is  so  much  oil  and  coal  and  timber 
and  gas  in  some  pjirts  of  Kentucky  that  30  attorneys 
have  worked  full-time  in  one  Kentucky  town  of  6,000, 
just  separating  out  the  mineral  ri^ts  to  individual 
:  |flKrcelr,  -  .  .    , . 

But  the  people  of  Kentucky  do  not  share  m  this 
wealth.  It  was  bought  up  by  outside  interests  long  ago 
for  from  fifty  cents  to  five  dollars  an  acre.  The  list  * 
of  owners  now  includes  such  names  as  U.S.  Steel, 
Bethlehem  Steel,  International  Harvester,  Ford  Motor, 
and  National  Steel.  Mechanization,  and  especially 
strip  mining,  have  meant  that  feWCr^d  fewer  Keri- 
tuckians  can  even  earn  wages  miniftg  the  land.  And 
since  the  coal  owners  virtually  escape  paying  property 
taxes,  the  imposed  impoverishment  of  the  coal  regions 
is  just  about  complete. .  . » the  underassessment  of 
coal  begins  with  -self-assessmen^  Lo<:al  assessors  have 
no  idea  who  owns  what  and  h?w  mUch  it  is  worth.  The 
owners  of  the  coal  bearing  lanis  simply  tell  their 

"   version  of  what  they  own,  w}A;e,  and  its  value.  And 
,  ^.  the  ill-equipt,  frequently  untrained  local  Msessors 
have  no  ^ay  to  check  the  owner's  state^ien^,  The 
.  'Tax  Commissioner"  of  Knott  County,  Tennessee, 
described  the  process  thus  to  the  St.  Louis  PostDiS' 
patch: 

The  coal  cbmpainies  pretty  much  let  their  own 
assessments  ...  We  have  Jio  system  for  finding  out 
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wKat  they  own.  like  they  may  tell  vt$  thej  own  5.0  . 
acres  at  a  certain  place  i     e  n  actually  they  own 
500  acres      l£  a  company  Mys^  area  ijliarren 
or  mined  out,  we  hare  to  accept  it.  ' 
Or  as  oiie  local  Tax  Commissiqner  tqld  the  AppaJachian 
Lookout,  '*FdopIe  (meaning  "«a1  companies)  just 
wha^  they  thought  they  should.  Still  do,  mostly 
This  system  is  not  exactly  air  tight.  In  fact,  a  good 
deal  ofrich  coal  property—one  authority  puts  the 
figure  at  *'tens  of  thousands  of  acres"— never  gists  onta  . 
the  ux  rolls  at  all*  A  fact-finding  team  appointed  by 
the  Pike  County,  Kentucky  sdribnol  board  in  1967 
found  that  forty  to  sixty  porcent  of  the  cou||^'sland 
was  either  unlisted  or  underassessed.  That  ySr  the 
Pike  County^hools  hada  deficit  of  almosf  $113,000 
and  45.3%  of  the  people  were  below  ijie  poverty  IcTel* 
Yet  at  the  iame  dme  165  million  worth  of  coal  was 
being  hauled  out  of  th0> county.  - 

While  the  federal  government  has  spent  milliohs 
to  wage  "war"  on  poverty  in  Appalachia,  an^gency 
of  the  gpvemmeht  has  hdlped  jsxploit  Kentucky's 
failure  to  evt^get  its  coal  property  onto  the  property 
tax  )K>lls.  According  to  the  Kentucky  lawyef^iistorian,  . 
Harry  Caudiil,  author  o(Nii^t  Comes  to  ihe  Cumber- 
lands,  the  TVA  a  few  years  ago  took  title  to  the  Jand 
"of  a  defauldng;  coal  supplier.  In  such  cases,  Mr. 
Caudiil  says,  Sic  Uwl»Jiequires  the  TVA  to  pay  taxes 
at  the  same  rate  that  vnis  paid  during  the  two  ye^ 
before  its  acquisition.  But  since,  as  it  turned  out,  this 
land  had  never  been  recorded  cmt  assessed,  the  former 
Ujwate  had  been  teto.  So  now»  we  arc  told,  the  TVA 
.  owns  and  pays  no  taxes  on  8,800  acres  of  fan*  and  > 
coal  land  in  fidl  County,  Kentucky.  And  meanwhile, 
BcU  CSbunty  is  able  to  pay  only  5.7%  of  its  puhlic 
school  gosts— a  whopping  $34  per  pupil per  year. 

But  even  when  Kentucky  coal  land  does  get  onto  the 
C|3f  rolls,  the  owners,  some  of  the  largest  and  most  ^ 
profitable  corporations  in  the  nation,  pay  hardly  a 
^pittanc^Thousands  of  acres  of  coal  land  worth 
$2Qp4o  $300  an  aqxe  get  on  the  asseum^hV  booJ 
^ayf  2,00  an         the  LouisviUe  CoiMer-Joumd 
^—^Tiii  1965-  For  exiDnple,  National  Steel  Co.  currently  is 
dcveldping  a  huge  new  mining  complex  ontl4,200  acre^ 
of  coal  land  in  Knott  County.  It  is  building  a  large, 
ultra-modern  tipple  and  a  preparation  plant  that  is  ex^  ' 


A  Biblical  Precedent 

In  biblical  times,  the  Hebrews  had  a  custom 
called  Jubilee.  Every  fiftieth  year  was  a  year  of 
/xlebtation,  during  which  iUvc^  were  manumit> 
ted,' alienated  lands  restored,  and  debts  for« 
gjiven;'  In  a  limited  way,  the  sodetyV  air  was 
cleansed  so  that  a  new  era  couTd  be|^,  free  of 
the  burdens  of  the  previous  period.  AlthougjK 
the  Aiiierican  society  is  lels  than  two  ceiituriel 
old,  its  history  has  So  burdened  it  with  in« 
equities  that  the  Jeffefsonian  dream  which  was 
its  raison  d'etre  has  inot  only  heen^  stifled,  it 
stands  in  danger  of  total  collapse.  There  would 
seem  to  be  no  better  way.  td  celebrate  our 
forthcoming  bicentennial  fesdvitiesi  in  .1976 
than  to  declare  a  form  of  Jubilee  and  sweep 
away  as  much  of  the  deadwood  of  the  past  as 
we  posnbly  can.  Let  the  vast  accumulations  of 
wealth  be  leveled  (the  rich  wll  stiU  have  a 
headstart  because  of  their  superior  education, 

.  heflthf  experience,  etc.);  let  the  large  landhold' 
ingir  revert  to  the  state,  to  be  hbmesteaded  on 
long-term  leases  by  those  so  inclined*  let  the 
luge  holdings  of  corporate  shares  be  distributed 

/t&  the  poor,  so  that  we  can  discover  what  a 
people's  capitalism,  might  really  be  like;  let  the 
tax  laws  and  the  criminal  codes,  whose  com;^ 
plexity  too  often  servei  only  to  obfilscate 
rather  than'  to  clarify,  be  written  afresh  to  state 
Unambiguously  what  they  are  intended  to  state. 

JExccpfed  from  **tfct  TwiU^t  of  CfpUsUsm,"  by 
Robert  S.  . Browne,  BufineuScSociety.lleview,  Spring 
if7Z 


pected  to  produce  1,250,000  tons  of  first-q^uality  coal  i^^^^^east  a  start. 


U.S.  Steel  paid  Skes  of  only  $34,500  to  the  county  on 
two  producing  mines  valued— probably  by  itself^at 
19,300,000.  In  Arizona,  U.S.  Steel  would'have  paid 
almost  ten  times  as  much  on  the  same  operation.  With 
thatmw^.e^dra  revenue  froni  U.S.  Steel  alone,  Harlan 
County  could  have  provided  close  to  twice  the  141 
per  pupil  it  could  afford  in  1968.  Still  not  much.  But 


annually.  A  new  railrqad  is  being  built  to^t  at  this 
coal.  The  owner  of  this  tract  of  coal  land,  £tkhom 
Coal  Corporation,  has  paid  Hts  shareholders  a  staggering 
35%  of  its  gross  receipts  in  dividends.  Yet  Elkhom . 
Coal  Corporation  has  been  paying  Knott  County  taxes 
of  less  than  twenty-two^ents  per  acre  on  land  so  rich 
as  to  warrant  the  new  railroad  and  preparation  plant. 

Or  Consider  Harlan  County,  where  U.S.  Steel  has 
strip-mined  the  Big  Black  Mountain,  the  tallest  in 
the  state,  into  a  "colossal  wreck."  In  1966  more  than  f 
thirty  million  dollars  worth  of  coal  Were  mined  out 
of  HAlan  County,  and  U.S.  Steel's  subsidiary,  U.S. 
Coal  and  Coke,  wasr  the  county's  largest  singjie  producer. 


Kentucky^  property  taxes  levied  are  not  always 
property  taxes  paid.  Several  years  ago  a  reporter  from 
the  Hazard,  Kentucky  Herald,  found  that  large 
«  mining  cqmpanies  owed  Perry  County  over  175,000 
in  back'Uxes.  The  New  York  Kfining  Company  alone 
Owed  over  $4,200.  Apparently  the  coUnty  was 
<?making  no  effort  to  collect. 

And  throu^out  Appalachia,  the  story  is  the 
Ifame.'Th^  people  are*poor,  the  schoqjls  are  poor,  but 
the  owners  of  coal  land  enjoy  a  property  tax  field 
day.  Tennessee's  five  rhost  prolific  coal  counties, 
which  produced  6  million  tons  of  coal  in  1970,  ,are 
losing  several  hundred  thousand  ddla^jjjper  year  in 
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property  Ux  revenues*  according  to  a  ttady  done  ;it 
Vanderbilt  Univenity  last  summer.  Coal  land  owners 
control  over  one-third  crf the  total  landarea  of  th]^ 
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five  counties  but  they  provide  lest  than  four  percent 
of  the  property  tax  reveAtaie's.  One  owner  collects 
royalties  of  S4,50O  per  week  of!  land  assessed  at 
120^25  ail  acre —the  same  value  the  county  assigns 
to  unused  woo^anSl  and  one  quarter  of  what  it 
assesses  farnu!''  ^ 

The  pattern  continues  acr'oss  the  county.  The  largest 
and  wealthiest  corporations  flout  or  evade  'the  property 
ux  laws,  victimizing  the  public  schools,  A  report  released 
recently  by  a  team  of  law  students  ted  by  Maine 
.  lawyer,  Mr.  Richard  Spencer,  disclosed  ihat  Maine  has 
been  losing ^ver  one  milHi^n  dollars  annually  in  pro> 
perty  tax  revenues  because  its  timberlands  are  under- 
assessed. According  to  the  report,  the  Sute  Property 
Taic  Division  does  not  even  have  a  trained  forester  td 
check  the  work  of  the  private  appraisal  firm,  James  W. 
SeWall,  Inc.,  tlAt  assesses  the  timber  land  under  con- 
tract. The  president  of  that  apprau^  company,  which 
abo  performs  substantial  private  work  for  the  timber 
companies,  irMr.  Joseph  SeWall,  Chairman  of  the  '  ^ 
Appropriations  Committee  in  tKe  Msune  State  Legbla- 
ture.  -  \ 

In  Augusta,  Geor|^,  a  so-called^ "Committee  of  100" 
of  "prominent  citizens*'  ^uched  off  an  epidemic  o£ 
underassessments  some  ten*years  ago  by  offering  il- 
legal ux  Concessions  to  firms  as  ali  inducement  to  locate 
there.  The  concessions  were  supposed  to  be  temporary 
and  available  only  to  newindu:^ries;but  nobody  en*> 
forced  these  restrictions  and  in  rime  the  prominent 
*'100"  had  fil£ned,  according  to  the  Richmond  County 
prcwerty  Owner's  Association,  $300  million  worth  of 
probe rty  from  the  assessment  rolls.  Meanwhile  many 
of  ine  county's  schools  are  on  doul^le  sessions  and 
^^re  is  a  shorUge  of  1^  classrooms,  notincludit^  1X9 


uland 
bank  for 
Hie  south 

ISanclolph  Black\A/ell 

llie  history  bf  Southern  black  people  has  b^n  an  ac- 
count of  their  systematic  alienation  from  the  lands  upon 
whkh  they  have  worked  as  fatmers  and  axriculturaL 
workers.  The  net  effect  of  the  public  programs  of  the 
U.S.  Department  of  Agriculture  bai  been  to  disposes* 
all  small  £armer$,  and  particularly  black  farmers.  The 
dispossession  of  black  farmers  has  beAi  toughly  four 
times  |he  rate  that  has  occurred  among  white  farmers, 
this  being  the  result  of  Unequal  access  to  agricultural 
credit  and  to  production  education  and  technology--^ 
plus  the  illegal  denial  to  black  people*  in  many  commu- 
nities,  of  the  opportunity  to  buy  Or  lease  Ian d^ 

The  furtheir  oblitefarion  of  opportunities  for  black 
families' to  make  their  livings  from  agriculture  bas    ^  . 
attended  the  mechanization  of  farms  and  the  elimina- 


tion  of  cotton  as  a  main  enterprise  throu^out  the  old 
South,  This  process  has  removed  the  economic  base  in 
Southern  rural  communities  for  literally  millions  of 
young  and  older  bla^k  p'4Aple»  leaving  them  no  other 
practical  alternative  except  to  flee  into  the  slums  and 
^ettot'of  t)|e  cities-'North  and  South. 

The  Food  and  Agriculture  Act  of  1965  was  a  ^ 
crowning  act  of  travesty  in  accelerating  ttiis  process  of 
evicting  black  people  firom  their  home  communities. 
By  authorizing  the  sales  of  Ibotton  allotments  separate  ' 
from  the  land,  and  making  no  provisions  for  financing 
the  readjustments  of  poor  people— previously  employed  . 
in  such  £irm  enterprises>-the  act  proTjided  no  alterna^ 
tive  opportunities 'for  tKt  poor  «dier  as  small  farmers 
or  employees  in  other  rural  enterprises. 

One  principal  aim  of  the  so^alled  tand  Bank  is  to 
c<Anmence  an  essential  rebuilding  of  the  economic  base 
for  rural  black  people,  reesUblishing  access  to 
productive  land  for  th«r  farming  and  non-fiinning 
enterprise  needs.  / 

A  Collateral  aim  is  to  g^ve  black  people  and  their 
cooperative  associations,  throug|i  ownership,  the. baric 
autet  of  land,  which  they  then  can  use  as  ^sential  secur- 


^'nonsUndard"  ones. 

School  districts  in  Texas  have  fared  little  better*  In 
the  Permian  Barin  the  underassessment  of  oil  an<l  gas 
properties  belonging  to  some  of  the  world's  largest 
producers  has  cost  one  school  district  alone  at  least 
one  million  dollars  a  year  for  the  last  seven  yearsl  A 
1970  study  of  oil  and  gas  properties  by  Texas  Univcrwty 
Law  students  in  Ector  County,  Texas,<found  that  pro^ 
ducing  properties  Were  undervalued  by  about  56%,  and 
that  non •producing  property,  which  Texaco  had  leased 
for  $460,500  was  not  on  the  assessment  rolls  at  alf. 
Homes,  on  the  other  hand,  were^assesscj^t  very  dole 
to  actual  market  value.  A  private  apji^aisal  firm, 
Pritchard  and  Abbot,  did  die  assessing  for  the  taxing 
districts.  And  a^survey  of  timber  land  in  6  counties  and 
4  school  districts  in  East  Texas  by^he  same  group  of 
law  students  disclosed  a  pattern  of  unders^essment 
which,  if  projected  over  the  entire  57  county  East 
Texai  rej^on,  signified  a  loss  pf  approximately  $38.4 
million  in  local  revenues  each,  year*  In  the  Newton  In- 
•endi^nt  School  District  alone,  six  comj>ames,  in- 
5  Champion- U.S.  Plywood  and  the  Kirby  Corpor- 
atidtai^derpaid  by  more  ^an  $133,000  in  1969  


ERIC 


409 


2087 


Jtf  £ot  !dic  fin^ncbig  ofJiom*  building  and  tnxtl  btisi- 
ncM  dcTciopraenu,  inclu<liijg  their  dcrelopment  of  mc- 

" — CMtCuUnd  modem i'arau.    _  - 

All  of  till*,  »|ibt  U  in  tHc  context  of  oCferinf  new 
opportunities  for  black  peoplc-and  other  poor  wd 
diiinherited  people-to  ttttin  a  deiirable  liability  in 
residence  and  work,  so  they  will  not)^  compelled  to 
migrate  itito  the  nation's  large  tide*. 


On  Americin  Incentiret 
Because  the  really  good  lands  in  the  South 
nearly  always  Be' within  the  gren  aggregations 
that  predate  the  etid  of  reconstruction,  the 
land-owning  Negro  farmer  and  his  red-neck 
competitor  generally  grub  away  On  thinner  soil 
at  substantially  smaller  returns  per  acre.  And  in 
the  slack  waters  of  the  almost  endless  swi|m|>s 
there  must  be  Kterally  unnumbered  (as  recent 
Censlis  Bureau  disclosures  sug^st)  black  il- 
literates who  have  yet  tO  learn  that  the  US. 
government  seeks  to  lift  them  out  of  poverty. 
An  amply  financed  effort  to  redistribute  agri- 
cultural land  coupled  with  a  drive  to  organize 
farm  cooperatives  would  offer  the  impoverished 
rural  southerner  more  hope  for  self-sufficiency 
than  he  has  known  since  the  southern  settle- 
ments began.   Through  cooperative  ^^corpor' 
ations,  feed,  seed,  fertfliier,  tools,  machinery, 
fuel  and  food  could  be  bought  at  reduced 
prices,  whilfe  assuring  better  prices  for  their 
tobacco,  cotton,  livestock,  egg^  and  poultry. 
Japan's  post>yar  rciurgchcc  and  Scandinavians 
long  sUbility  owe  much  to  tovcmment-backed 
coopcratiye  undertakings  by  produceis  of  food 
and  fibers.  Such  tim^tested  devices  might  work 
equally  well  in  our  long-tortured  southland  if  a 
Strong  federal  administration  were  to-boldly 
promote  them  bi  the  face  of  such  primitives  as 
Sen.  James  O.  Eastland  (D-Miss.)  And  Gover- 
nor Wallace  of  Alabama, 
The  present  "farm .  programs"  do  litde  or 
nothing  for  tenanu  and  day  laborers.  A  mulri- 
/nillion-doUar  grant  to  Delta  Pine  *nd  Land  Co. 
as  an  incentive  to  "soil  bank"  its  land  and 
refrain  from  growing  cotton  seeps  up  to  share- 
holders ralher  than  down  to  field  hands.  To 
paraphrase  Lincoln,  cooperatives  offer  the  best 
prospect  of  allowing  the  man  who  grows  the 
corn   tp  eat  the  corn.   In  a  country  that 
shame^ly  pumps  billions  each  year  through 
bloated  corporate  treasuries,  it  is  remarkable, 
that  at  least  a  few  hundred  millions  have  not 
been  hazarded  on  a  national  program  to  draw  * 
farmers  into  the  kind  of  joint  effort  that  could 
bring  them  prosperity  on  their  own  lands  whili 
halting  the  rapid  drift  to  huge  corporate  farms 
on  the  One  hand  and  an  eVer'accelcrating  tush  j 
to  the  cities  on  the  other.        fhrry  M,  Oatdill 


It  is  deeply  rfgnificanl,  wt  feel/th*t,chuech  oiyini-' 

 ^dgns  ni^tLtiaiuferJands  that  have  come  intqt 

their  potttttion  over  the  years  for  this  high  ci^  pur- 
posd-of  capitaludng  a  regional  Land  Bank-thjereby 
directly  serving  the  needs  of  rural  pdor  J>eo^e,  and 
also  setting  a  precedent  for  other  thoughtful  Of^ani-  ' 
jtations  and  indiiriduals  to ibUow.  Such  constructive 
moves  miglfit  again  hel^  to  develop  public  land  poUdes 
and  legislation  that  may  re^opcn  opportunities  for 
needy  rural  people* 

' 

Good  Precedents  and  Experience  in  VS,  Land  History 
The  United  States  was  esublished  in  the  first  place  as 
a  mecca  of  new  opportunities  for  oppressed  people  of 
Europe,  despite  the  fact  that  it  also  became  a  slave 
colony  for blackpcople.  Thehistory  is  therefore  mixed, 
but  It  does  contain  a  golden  thread  of  food  lind 
policies  and  precedents. 

The  Homestead  Act  of  1862,  as  amended,  is  a  Unit 
of  such  good  policies  and  precedents.  It  was  bued  on 
the  central  concept  that  a  popular  access  to  basic  land 
resources,  subject  to  constructive  rules,  was  good  for 
the  commimity  and  nation. 

The  provisions  of  this  act  are  fairly  well  known-,  but  . 
it  is  well  to  review  them  for  the  fresh  insights  they 
may  provide  about  their  value  as  precedents.  The 
principal  concepts  and  provisions  of  the  act  were  these: 

.  1.  That  occupancy  of  lands,  in  residence,  might  earn 
the  opportunity  to  own  the  lands. 

2.  That  care  and  improvements  of  the  land,  including 
clearing,  cultivation,  productive  use,  building  a 
home  and  other  buildinp,  etc.,  could  also  help  to 
"cam"  the  right  to  ownership.  ^ 

3.  That  a  homesteader  who  earnesdy  desired  owner< 
„ .  ship  bf  lani^ihowa  by  his  efforts  tareside^n.ity 

improve  and  use  it,  was  also  entitled  to  other  en- 
couragements, such  as  low  interest  loans  at  reasona- 
i)le  terms  of  repayment. 

Over  200  million  acres  of  U,S.  public  lands  vwre 
transferred  to  homesteaders  during  the  period  1862-  . 
1923-during  the  development  of  the  northern  and 
western  regions  pf  the  United  Statcs-Under  public  land 
land  policies  tha^  clearly  disseminated  basic  wealth 
in  a  constructive  way.  ^ 

The  Reclamation  Act  of  1902,  as  artie^d,  was  an 
adaptation  of  the  concepts  of  the  Homestead  Law  to 
fit  desert  land  conditions.  In  this  case,  substantial 
improvements  were  pccded  for  arid  lands  to  be  pro- 
ductively useful  to  setUers-or  homesteaders-mainly 
in  the  construction  of  irrigation  and  drainage  works 
to  be  used  by  whole  communities.  The  act  provided 
for  the  public  financing  of  Such  generally  needed  im- 
provemcnu,  and,  in  effect,  fpr  the  establishment  of 
co-operatives  in  local  communirics  to  handle  the 
necessary  developments  and  land  transactions.  It  also 
prowded  for  adjustmenU  in  the  price  of  land  that 
would  be  actually  charged  to  settlers. 
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Thk  if  a  (U«pty  ^gnificant  act,  from  tke  itandpoint 

iif  lt«  ptecttienti^ibcfiUlwi  inT<i«d  the  pniAdon  

of  inOliooi  of  doUlff  of  puUic  luUidy  Mod  Inyett" 
ment  foe  crea^g  a  sound  t>uit  for  settlers  to  own 
their  land,  and  for  rural  comroumtiei  to  develop  and 
be  prosperous. 

Dut  in  ^t,  tlie  sub4dy  provision*  of  this  act  hate 
hdped  California  and  Arizona  cotton  production  to 
achiere  lower  costs  while  effectively  wiping  out 
cotton  production  in  roany  Southern  commtmities^ 

On  An»erican  History 

In  November  1862,  Grant  made  John  Baton 
superintendent  of  Negro  Affairs  and  pve  him 
\ride  powers  in  smoo^ing  the  transition  of  the 
rei^gees.  The  stustion  at  the  time  was  des- 
perate, "The  scenes/*  Eaton  said,  "were  appall- 
ing: the  relumes  were  crowded  together,  sickly, 
disheartened,  dpng  on  the  streets,  not  a  family 
of  them  all  either  well  sheltered,  clad*  pr  fed; 
no  ph'ysiciansv  no  medidnei,  no  hospitals;  many 
of  the  persons  who  had  been  charged  with 
feeding  them  either  sick  or  ^d/'  Many  of  the 
refugees,  moreover,  were  disheartened  by  the. 
cruelties  of  the  Union  soldiers  and  Northern 
dviUans.  ^ 

Moving  witb  :^^tch,  Eaton  orpnized  a  staff 
of  army  officers  snd  established  contraband 
camps  for  the  refugees.  The  able-bodied  Enen 
were  put  to  woric  harvesting  crops  on  aband(m< 
ed  planutions.  The  old,  the  infirm,  and  the 
young  were  settled  on  Home  Camps.  In  some 
cases  aband(med  plantations  were  leased  to 
men  and  extennve  efforts  Were  made  to  organ' 
ize  communal  societies.  At  Davis  Bend,  Mississ- 
ippi, the  abandoned  plsintations  of  Jefferson 
D*»is  were  divided  into  distiicts  and  a  semi- 
autonomous  black  government  was  established. 
Each  district  had  a  judge  and  a  sheriff,  ,«nd  all 
of  the  officers  of  the  courts  wer^  black.  Und^r 
the  provisions 'esublishing  the  settlement,  white 
spectators  were  bann^  By  the  ^ter  of 
1863,  some  600  freedmen  were  producing 
crops  in  the  area. 

Sinular  experiments  were  nude  on  the  Sea 
Islands,  where  General  Saxton  advocated  land 
and  self-determination  for  the  black  refugees. 
This  experiment  wu  given  impetus  by  William 
T.  Sherman's  epochal  Spedal  Field  Order  Num- 
ber 15  (January  16, 1665),  which  set  aside  for 
black  settlement  "The  islands  from  Charleston 
south>  the  abandoned  rice  fields  along  the  rivers 
for  30  miles  back  from  the  seas  and  the  country-* 
bordering  the  St.  Johns  River,  Fla.'^  Under  the 
provisbns  of  this  order,  the  head  of  each  family 
was  to  be  pven  **a  plot  of  not  more  than  40 
acres  of  tillable  ground ...  in  the  possession  of 
which  land  the  notary  authorities  will  afford 
them  protection  until  such  time  as  they  can 


the  fc^lowtng  are  some  of  the  salient  pronsions  of 
Ac  J^clamation  Act; 

1.  It  authorized  CongreM  to  provide  the  funds  and 
technical  assistance  for  the  cOns|r4ctio^n^f  major 
irription,  drainage  and  land  improvement  ]proJ<cts 
when  these  vvere  of  a  scale  beyond  the  practical 
handling  by  in^riduals  or  small  local  giioups* 

2.  It  provided  for  the  setting  up  of  legally  authorized 
Reclamation  Districts  and  Associations  that  could  be> 
come  competent  contracting  y  ncies  tS  receive  pos' 
protect  themselves,  or  until  Congress  shall 
regulate  their  title.'^  The  order  also  provided  • 
that  ''on  the  islands  and  in  the  settlements 
herea&er  to  be  established,  no  white  persons 
whatever,  unless  nulitary  officer*  and  soldiers 
detailed  for  duty,  wiU  he  permitted  ta  reride; 

and  the  sole  SJid  exdurive  management  of 
afGUrs  will  be  left  to  the  free  people  thenuehres, 
subject  only  to  the  United  States  mihury 
authority  and  the  acts  of  Congress,"  By  1865,  > 
Saxton  had  Kttled  some  40,000  freedmen  on 
.  this  land. 

To  the  surprise  of  almost, no  one,  these  com^ 
munal  experiments  were  later  abandoned  in . 
favor 'of.  '*free  enterprise."  Pursuant  to  the 
■  -  directions  of  the  Lincoln  Administration,  the 
captured  and  abandoned  plantations  were  later 
leased  tq  private  entrepreneurs  who  employed 
the  refugees  at  scandalously  low  wages  and 
abused  them  almost  as  much  as  the  slave- 
masters. 

A  fascinating  *'iP'  develops  at  this  point.  What 
^  would  have  happened  if  the  govenunent  had 
pursued  iu  original  policy  of  land  grants  and 
communal  control?  W.E.B.  Du  Boii  and  Vernon 
Wharton,  among  others,  have  suggested  that 
such  a  policy  would  have  altered  the  face  of 
America.  Wharton  said:  'The  lignificance  of 
this  one-year  experiment  [at  Davis  Bend]  lies  in 
what  it  shows  might  have  developed  from 
Eaton's  early  system  of  camps  if  the  'radicals' 
in  Congress  had  allov^d  their  radicalism  to 
extend  into  the  field  of  economics  instead  of 
confining  it  to  that  of  politics.  A  wiser  and 
more  benevolent  government  might  well  have 
seen  In  Davis  Bend  the  suggestion  of  a  long-time 
pjogrim  for  making  the  Negro  a  Klf  reliant, 
prosperous,  »nd  enterprising  element  of  the 
population.  It  would  have  cost  a  great  deal  of 
money  for  the  purchase  of  landl,  or  would  have 
involved  an  attack  on  the  sacredness  of  prop- 
ter ty  rights  in  their  confiscation,  but  it  would 
certainly  have  greatly  altered  the  future  of  the 
South,  and  it  might  have  made  of  her  a  much 
happier  and  more  prosperous  section."  ^ 

Letont  B^rmettf  Jr, 
ExarfUd  'from  'Th*  M^Ahg  of  BUck  Am^HcM," 
Ebony  KHtatlwe,  Mrumy  1973,  J 
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fctilon  of  the  lajidf  lo  improved,  and  to  adnuniiter 
tti  Mle  to  qualified  icttlers;  and  further,  to  handle 
idjuftments  in  cotts  and  nlues  of  land  so  settlers 
could  afford  to  buy  them. 
3. 1 1  provided  for  interest  fret  public  credit,*  for  a 
iOyter  repeymentpeHad,  as  the  basic  terms  for  the 
public  funds  that  were  provided  to  improve  and 
maJce  such  landa  svailaUe  to  settlers^  . 

4.  it  also  provided  for  reappraisals  of  (a)  the  whole 
project,  and  (b)  individual  parcels  of  land,  to  in- 
sui;e  that  the  price  of  land  offered  to  individual 
settleri  was  within  their  capability  to  pay. 

5.  It  then  esublishcd  conditions  in  residence  and  im- 
provements, similar  to  those  of  the  Homestead  Act, 
as  qualifying  conditions  for  settlers. 

6.  It  included  an  Acreage  LimiUtion  prdvision*  as 
later  amended,  to  prohibit--at  leut  in  the  first 
cycle  of  ownerships-undue  speculation  in  the  land 
for  profit  instead  of  for  home  ownership  and  use. 

These  provisions » also,  we  find  to  bt  deeply  relevant 
to  the  design  of  a  truly  competent  Southern  Land  Bank, 
based  initiiuly  upon  "capitalization'*  %vith  church 
properties.. 

Thelapd  programs  of  the  Resettlement  Administra- 
tion and  of  the  Farm  Security  Administration  took 
these  basic  precedents  of  the  Hoinestead  Act  and  the 
Reclamation  Act  and  modernked  them  to  a  degree  to 
serve  the  pressing  needs  of  rurtl  poor  people  during 
the  Depression  years. 

Hie  main  features  of  these 'programs  that  haye  great 
value  for  future  use  are» 

1.  Industrious  andiionest  "settlers**  and  borrowers  of 
t  funds  need  not  have  an  "equity**  of  money  to  in- 
\vcst  for  making  farming  or  other  rural  enterprises 

successful; i}ut  rather  (a)  a  good  plan  of  operation, 
(b)  assured  access  to  other  essential  production  re- 
sources,  through  low  cost  credit,  (c)  assured  access  i 
to  modem  technical  assistance,  and  (d)  a  reasonable 
price  for  purchase  of  the  land.  If  these  conditions 
^an  be  provided,  repayment  of  borrowed  money  is 
possible,  and  land  can  be  paid  fqr  within  40  years. 

2.  Sound  and  modem  land  ptogramsi^an  be  developed 
in  most  communities  through  the  combined  use  oft 
(a)  federal  and/otr  lUte  (or  other  major)  powers  and 
resources,  plus  (b)  the  services  of  a  local  non- 
profit cooperative  or  association.  This  became  the 
basis  for  provision  of  locally  adapted  land  programs 
and  tan^  credi^  Resettlement  projCcu,  90K>perative 
associations,  credit  aasociatiotu,  etc.  have  been 
successfully  used -even  in  buying  whole  Southem 
plantations  and  developing  ihem  for  successful 
ownership  and  operation  by  previous  sharecroppers 
and  farm  hands* 

The  precedents  of  such  diversified  projects  and  pro- ' 
grams,  including  the  operations  of  the  Bankhead  Jones 
Fami  Tenant  Purchase  Act,  are  available  for  use  by 
an  Atlanta>based  regional  Land  Bank. 
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Tlie  Law!  hirdiaae  and  Uasiiif  Association  Prototype 
A  number  of  personnel  of  the  Farmers  Home  Adminbtra- 
tioti  aa  of  1961*66  had  bad  personal  experience  In 
the  development  and  operations  of  one  or  more  of  the 
Depression  Era  proftams  mentioned  above.  They 
participited  in  the  pre4egislatite  negotiations  for 
the  EcodORUc  Opportunity  Act  of  1964,  in  which  Tltte^ 
III  was  designed  to  "comhat  poverty  in  ruial  ar»d." 
Ihia  title*  aa  finally  approvi^,  delegated  its  loan  and 
grant  authority  to  the  Farmers  Home  Administration, 
and  that  agency  administered  it, 

It  is  noteworthy  that  the  oii^nal  Section  303  of  , 
this  act  provided  for  the  authoiixation  and  operation 
of  FamUy  Farm  Cprpprations,  vdii^h  have  been  referred 
to  aa  Land  hirchasc  and  leasing  /iWiations-in 
■  short,  land  co-operatives,  to  handUlMsIc  transactiona 
in  providing  lands  at  reasonable  costs  and  terms  for 
poorpeoi^e. 

The  central  concepts  of  Yhk  proposed  legislation  are 
buic  to  theconcepts  that  should  be  copsl^red  In 
esublishing  a  regional  Land  Bank,  capitalized  %vith 
church  and  other  donated  lands  at  begUiwng,  but 
made  legally  capable  of  acquiring  landb  through  future 
purchase.-transfer,  or  gift,  and  making  these  lands 
available  on  sound  terms  to  needy  black  people. 

TheM  are  the  vital  provisions: 

1.  That  the  lands  be  acquired  through  l^fr,  transfer 
or  purchase. 

2.  That  the  Land  Bank  have  authority  an^  resources 
for  improving,  subnUviding,  maintaining,  selling, 
leasing  and  otherwise  administering  such  lands, 

3.  That  it  have  authority  to  utilize  auch  lands  as 
collateral  in  borrowing  money.  ^  ^ 

4*  That  it  develop  sound  appraisal  procedures  and  be 
authori^4'o  »ell  and/or  lease  its  properties  at 
appraised  Values  that  are  in  accordance  with  the 
ability  of  the  recipient  family  or  organization  to 
P"y- 

5.  That  it  he  authorized  tp  cover  any  losses  that  re- 
sult from  such  sound  and  dvicaUy  bcnefi^tl  trans- 
actions from  (a)  profiU  on  other  transactions,  (b) 
grants  from  pubUc  sources,  or  (c)  grantp'  from 
private  non*profit  sources,  such  aa  founctatlons, 

6.  That  it  also  be  authorized  and  equipped  to  act 
aa  an  agency  to  assist  recipients  of  lands  in  obtain^ 
ing  the  entire  range  of  public  financing  and  technic  ^ 

*  cal  auistance  for  the  purchase»  improvement  and 
operations  of  rural  farm  and  non^farm  properties, 
dth  er  by  subcidiary  associations  or  individuals, 

The  "Nest  Egg"  PriiicipU-UsiaigChtirch  Lands 
Land  is  basically  a  more  valuable  property  than 
money,  since  there  is  a  fixed  >nd iimited  supply  of  it, 
and  its  value  enhances  with  population  growth -parti- 
cularly wh^  It  is  located  in  the  path  of  urbanization. 
Further,  It  does  n^burn  up,  or  blow  avraf,anditis 
not  subject  to  simple  forms  of  theft.  It  is  therefore 
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Um  ide«l  colUtenl  to  u«e  in  die  procuremcnti  of  addi* 
tiofitl  rtiOurcei^  cre<fiti.  4^ 

An  ftfcncy  that  dealt  in  land  may  pa^y  iti  wealth 
and  fotce  throu^: 

1.  Use  of  its  land  as  security  for  bornming  money  to 
finance  improvemenu,  or  the  acquisition  of  addi' 
tional  UndL 

2.  Use  of  its  dric-poUtical  strength  for  procuring  public 
loanst  senriccs,  and  gnfnu  that  would  be  otherwise 
difficult  to  get. 

'  5^£rting  legislative  uiQuCnce  in  behalf  of  its 
owner^'and  beneiiciariei. 
^      A  Land  Bank  should  be  able  to  conduct  fairly 
large  dime  ruion  proiranuy  utilizing  rclatiirely  modest 
"capitalization/*  It  would  do  this  by  "turning  over" 
iu  investment  through  refinancing  which  it  could  help 
iu  member  Jpoups  obtain  as  well 

The  authorities  and  funds  of  the  Farmers  Home  Ad- 
minutration  and  the  Farm  Crtdit  Admlmstradon 
illustrate  the  Icinds  of  resoureei  that  might  be  used.  For 
exam[Je:  . 

Section  302  of  the  Farmers  Home  Administration 
Act  of  1961,  as  amended«  provided  for  the  granting 
of  fa^^oinership  loans  at  5%  interest  for  40  years 
(the  pi%lic  makes  up  the  differences  in  interesr 
cottv^eiTthe  current  price  of  money  is  8%).  A 
well  adminiitered  Land  Bank  may  assist  the  pur- 
chasers of  its  land  in  obtainin||iuch  loans  to  re- 
finance its  own  contracts,  thereby  putting  its  own 
resources  back  into  circulation  for  use  by  others. 

Section  304  of  the  same  act  authorizes  soil  and 
water  improvement  loans*  at  S%  and  for  40  years, 
for  improvement  of  properties,  the  Land  Bank  may 
'  also  assist  in  procuring  such  loans  to  enhance  the 
value  of  properties  in  its  universe  of  service. 
^    Sccdon  306  of  the  fame  act  authorizes  simiUr  loans ' 
on  the  same  terms  to  associations.  It  wpuld  be 
hoped  that  the  civic4egislative  strength  of  the  Land 
Bank  and  its  supporting  orgpinizi^ions  would  be  ^ 
adequate  to  enable  use  of  such  ^nancing  services'" 
for  iu  own  subiidiary  associations. 

.  Legal  Aapecu  of  die  DeaSgn  of  Thia  Land  Bank 
This  spedal  Land  Baiik  should  bt  incorporated  u 
a  non>profit  corporadon     der  state  laws.  Its  board 
might  have  members  who  represent  the  basic  organi- 
zadons  of  intereit.  Its  articles  would  set  fordi  powers 
and  authorities  of  kind|  indicated  above. 

The  future  eitablishment  of  subsidiary  non-profit 
.asiQciadons  in  specific  communldes  or  areaSf-'where 
sitnificant  land  interesu  and  programs  are  developed, 
should  be  Fof«s«in,  These  could  be  independent  asso. 
clarions,  separately  incorporated,  or  they  could  be 
adminbtrative  sutunits  of  the  reponal  corporation. 
The  Farm  Credit  Administration  pattern*  Wikrh 
"^\^utiliz'es  regional  and  local  associations,  should  be 
eiUnuned* 

Conceivably,  the  community  or  district  associations 


23 


could  "own"  tht  regional  entity,  but  diis  might  prove 
to  be  restrictive.  The  prerogative  for  die  regional 
Land  Bank  to  grow  into  «  major  land  policy  force 
should  be  foreKen  and  developed.  Guards  against 
bureaucracy  should  be  built  into  this.entity. 

Assurance  should  b«  provided,  if  pOtriUe,  for  viabili- 
ty fipm  the  beginning.  This  objective  could  be  sup-  . 
ported  l>X  the  provision  of  a  gran>  of  operalitig  funds,  ' 
even  though  modest,  along  widi  initial  land  grantt  '  ' 
f^m  chuiches  and  odier  lourcei,  for  use  pending  die 
tima  diat »  variety  of  resources  may  be  acquired  and ' 
mobilized  by  die'Land  Bank  for  its- programs,  using 
die  mother  wealdi  of  land  u  die  leverage. 

The  proposed  Land  Bank  program  is  potentially  too 
valuabia  for  the  rebuilding  of  Southern  communities  to 
be  allowed  «  puny  childhood. 
Rmndotfh  BUckwtU  it  txtcuU¥»  dlnctor  cfSoMth*m  XmmI 
Actum  ktAtlmttA 

tXiwiiCDC 

John  N/lcClaughry 

T^ie  tiny  town  of  St.  George,  Vermont,  may  be  pio- 
neering a.wholly  new  approach  to  land  use  control 
and  development-an  approach  which  In  many  ways 
resembles  that  of  a  private  Community  development 
corporation,  but  vridi  municipal  powers. 

St*  George  is  a  town  of  500  people  and  2,200  acres, 
Jyin|atthe  furthest  southwestern  edge  of  the  Burling* 
ton,  Vermont,  metropolitan  area.  St.  Georga  lies 
only  four  milea  oil  fnterstate  89  at  the  intersection 
of  two  main  roada.  The  area  hu  grown  rapidly  |n  the 
lait  decade,  aiid  urban  i^awl  is  creeping  outward. 

Recognizing  die  disaster  that  has  engulfed  so  many 
small  villagcs^.widi  the  advance  of  suburban  sprawl,  die 
citizens  took  an  extraordinary  itep:  they  voted  to 
audiosizc  the  town  selectmen  (C6uncil)  to  purchase 
the  48  acres  of  prime  land  lying  at  the  intersection 
of  the  two  main  roads.  Hiis  piecr.of  land,  a  portion 
of  a  dairy  farm,  cost  the  town  $48,000,  an  amount 
equal  to  di«  entire  annual  tovim  budget  The  money 
was  raised  from  a  tv^arby  bank  on  « short-term  note 
(not  a  tax-exempt  bond  sala)  Hcured  by  the  property 
and  the  town's  tasting  powct. 

Having  acquired  what  in  cf^ct  Is  die  only  substan* 
tial  parcel  of  commercially  developable  land  in  the 
town,  the  town  selectmen  then  used  the  Vermont 
zoning  Statutes  to  zone  all  die  rest  of  the  town  u 
residential  only.  The  town  thus  became  the  sole 
owner  of  the  only  commercial  property,  assuring  ihat 
any  future  development  wouljl  be  under  die  complete 
control  of  di«  town  planning  commisilon. 

then  the  town  iadier*  took  anodier  extraordinary 
sup.  Th<y  initiated  $n  architectural  contest  to  plan 
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in  tidieticallx  Mti«fying  bu(  fuoctioiul  town  center, 
complete  with  itorcs,  municipal  buildinf,  and  play 
Areas,  aU  in  hannony  wftjuhe  eidating  landscape 
•  filatures.  Twclre  architectW  finna  aubmitted  plans, 
including  plats  and  conceptual  drawings.  The  tinner, 
Robert  Burlcy  of  Waltsfkld,  Vennont,  envisioned 
a  thrce-flided  mall  with  stores  FkIq^ inward  and 
parking  at  the  rear  along  tht       corridors.  Tl>e 
fourth  side  of  the  mall  incorporates  natural  rock 
outcroppinp  and  forest  which  now  form  the  dis' 
tinctive  landscape  feature  of  the  property. 

Having  developed  an  approved  town  center  plan  for 
the  development  of  the  property,  the  town  is  prepared 
to  deal  with  any  private  developer  who  feels  that  the 
economic  growth  of  the  larger  area  now  makes  develop- 
ment of  St.  George  viUage  a  proGtaUe  proposition.  The 
town  has  not  yet  decidtd  exactly  how  to  respond  to 
a  private  builder's  initiative  when  it  comes.  One  plan 
currently  under  discussion  is  for  the  town,  to  trade 
its  48-aae  parcel  for  other  privately  owned  land  else- 
where in  the  town,  provided,  or  course,  that  the 
developer  conforms  to  the  approved  town  center  de- 
sign specifications.  Other  possibilities  include  having 
the  town  It^lelf  act  as  developer,  selling  the  com-      ^  . 
pie  ted  town  center  to  a  real  esute  investment  trust. '  . 

£ventuallyf  the  town  intends  to  tone  a  450-acrc 
tract  adjacent  to  the  proposed  town  center  as  a 
planned  unit  development. 

Of  obvious  interest  to  COCs  b  the  role  of  the  town 
in  takinj^  Control  of  the  land  resources  within  its 
boundaries^  In  Vermont,  the  town  (township)  does 
not  generally  possets  eminent  domain  or  municipal 
bonding  powera,  which  require  special  legislative 
approval  or  passage  of  a  home  rule  charter.  Jhe'town 
does,  however,  poaseu  planning  and  zoning  powers, 
and  can  in^effect  pledge  its  credit  to  secure  short- 
term  (possibly  renewable)  Gnandng.  Since  the  tovra 
credit*depends  on  its  property  ux  base,  it  lias,  within  ^ 
limitst  a  strong  credit  rating  from  local  lenders. 

If  the  town  should  choose  to  dicvelop  the  property 
itself,  contracting  the  actual  design,  construction,  and  ' 
property  management  to  private  firms;  it  would  in 
effect  be  a  CDC  with  100  percent  resident  participa- 
tion. Rising  land  and  commercial  values  over  the  next 
decade  could  well  result  in  retirement  of  the  debt 
and  a  substantial  profit  flow  to  the  town,  especially 
if  the  resulting  property  Is  soHto  a  real  esUte  trust. 
In  that  case,  the  town  would  receive  property 
taxes,  and  the  real  estate  depreciation  would  offer 
a  tax  shelter  for  which  Wealthy  trust  investors  would 
be  willing  to  pay  well. 

Alternatively,  the  town  could  form  a  CDC  composed 
solely  of  its  own  residents  and  uxpayers,  which  could  be 
the  profit  making  entity  and  produce  a  cash  dividend 
to  shareholders.  In  this  case,  cooperation  between 
the  public  body  and  the  private  CDC  would  be  a 
uniijue  arrangement,  combining  the  former's  munici- 
pal powers  with  the  latter's  volunUry  participation 
and  profit  motivation. 


2S 


national 
coalition 
for  land 


In  December  1971,  a  national  coaUtion  of  or^ixations 
and  individuals  was  formed  to  catalyze  a  new  Ameri- 
can movement  for  land  reform.  It  is  based  on  the 
recognition  that  the  inaeasing  concentration  of  owner> 
ship  of  rural  Und  is  a  major  obst^la  in  the  drive  to 
alleviate  rural  poverty,  to  ease  urban  overcrowcUf^ 
to  protect  the  natural  environment  and  to  bt^d  a 
just  and  equitable  democracy. 

The  following  are  excerpts  from  a  rtctnt  statement 
by  the  organization: 

**Land  reform  is  needed  in  America.  Despite  laws 
to  the  contrary,  an  increasing  percentage  of  the  most  < 
productive  land  in  America  belongp  to  absentee  land- 
lq^}s  and  giant  corporations,  even  ih  ^ases  where  the 
law  forbids  it.  Tlvis  ownership  pattern  hu  led  to  the 
emergence  in  many  parU  of  rural  America  of  what 
can  only.be  described  as  a  new  form  of  feu^lsm, 
marked  by  vast  disparities  in  income  andj^Hkand  a 
steady  flood  of  poor  people  to  urban  gkeMNnd 
barrios. 

Land  reform  is  ajso  needed  in  order  to  preserve  the 
land  itself.  Many  of  the  same  forces  that  drive  small 
farmers  ofTthe  land  bring  in  subdivisions  and  second 
homie  developments  in  their  place.  At  the  same  time, 
the  large  corporations  that  increasingly  dominate  ' 
ai^culturc-show  too  little  respect  for  the  ecosystem 
or  the  wholesomeness  of  the  food  we  eat-spray  now 
and  pay  later  seems  to  be  their  motto.  Land  reform 
should  preserve  more  rural  land  for  agricultural  use 
and  promote  better  husbanding  of  the  land  by  small 
farmers.  It  should  make  it  possible  for  men  to  earn 
a  living  from  woo<iland  without  violating  its  natural 
ecology,  and  for  all  Americans  to  utilize  wilderness 
lands  for  recreation  without  the  over-commerculization 
that  mocks  the  quest  for  rest  and  tranquility. 

We  don't  have  one  simple  solution  to  the  problem  ' 
of  concentration  of  land  ownership  and  abuse  of  land. 
We  think  that  different  areas  have  different  probletfts 
and  probably  (inquire  different  solutions.  In  the  West 
we  might  surt  by  living  up  to  the  intent  and  Utter  of 
the  1902  RecUmation  Act  and  breaking  up  large 
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corporate  Undholdin|^.  In  Mluiwippi  the  aniwcr  may 
lie  in  eitabliihing  a  land  bank  to  purchiM  and  redia* 
tribute  land  to  Undleat  iharecioppm  and  otKcr  rural 
people.  In  AppaladiU  it  might  be  neceaaary  to  place 
the  mmeral  rights  owhed  by  large  coal  and  lumi>cr 
Cbmpa#iei  in  a  public  trust.  In  Maine  the  eti ential  * 
step  might  be  to  bring  the  scenic  coait  and  Inland 
lakes  under  local  public  control  to  preserve  their 
beauty  and  allow  residents  to  gamer  the  economic 
benefits  of  recreation. 

We  believe  there  u  a  common  theme  to  the  resolu* 
tion  of  rural  land  abuse  problems  which  is  that  the 
land  is  a  finite  and  prectouA  resource  whkh  ultimately 
belongs  to  all  of  the  people. 

A  number  of  efforts  have  been  made  over  the  past 
faw  yean  to  draw  attention  to  corporate  abuse  of, 
(and  and  power  in  rural  America:  Ralph  Nade\>  in^- 
vatigations,  the  hearings  by  the  Senate  Subcommittee" 
on  Migratory  Labor  and  other  governmental  bodies, 
the  report  of  the  President's  Commission  on  Rural 
Poverty  in  1967»  and  many  others.  These  groups 
have  unfolded  a  dreadful  tale  of  what  has  happened 
to  our  land  of  independent  farmers  and  rural  people. 

Now  the  problem  u:  what  do  we  do  about  it?  The 
National  Coalition  for  Land  Reform  is  an  attcjjipt  to 
create  an  agenda  for  change  in  rural  America^  and  to 
mobilize  the  enefgiea  necessary  to  bfing  those  changes 
about.  I 

The  NCLRiTa  loosely  structured  coalition  of 
citizens  andw^izations  from  all  sections  of  the 
country  who  recognize  the  urgent  need  for  land  re- 
form^ It  includes  small  farmers,  farm  workers^  urban 
labor,  environmentalists,  economists,  lawyers^ 
clergymen.  Journalists^  housewives  and  stude|its» 
many  of  whom  approach  the  issue  of  land  reform 
from  different  van^tage  points.  It  has  been  cirartered 
as  a  non*{)roflt  corporation  in  California,  currently 
hi^offices  on  the  East  and  West  coasts,  md  hopes 
others  in  th'e  South  and  Midwest.  Fundin|; 
tJ^i^ifiUr  has  come  from  private  contributlont  by 
■.  miiiih^^.       ^     .  , 
^i'^-A;:  We  t<^cognize  that  what  we  are  proposing  is  a  big  '  - 
^^r^i^t,  And  we  kn6w  that  American  history  is 
.;p4;opIed  with  brave  and  far-iigjited  men  who  advo- 
cited  many  of  these  reforms  and  failed.  But  we 
think  there  is  a  potential  constituency  for  land  re* 
form  that  was  not  there  bafore.  Not  only  the  rural 
poor  and  the  small  farmer,  but  the  city  dweller  and 
suburbanite  are  coming  to  recognize  that  we  can  no 
longer  permit  land  to  be  abused  and  monopolized  with- 
out grave  consvquenccj  for  the  economic,  political* 
,    social  and  environmental  health  of  the  nation.** 

llif  ^atio^^t  Coi^jition  for  Land  Reform  invites 
all  if^t'/t|lii^t«!(l  pebple^nd^j^^  in  designing, 

supporting  and  impleniehtTAg  alternatives  for  the  use 
and  community  control  of  our  land. 

For  further  information  write  tKc  National  CoiHtjon 
for  Land  Reform  at:  i26  Hyde 
San  FratKlsco,  Calif  94102;  ( 
Cambridie,  Mass.  02i40, 


\  write  tae  National  Coalition 
{ydt  Street,  SuifkiOi, 
2;  or  i878Mmmiurete: 


testifying 


The  foUowinx  are  excerpted  from  testimony  fitfendur' 
ir»f  r«ce«(  hearirij^s  (n  California  of  the  Senate  Subcom- 
mittee on  Migratory  Labor, 


Robert  Gnaizda,  Public  Advocates*  Inc.,  a  nonprofit 
^  Uw  firm,  San  Francisco: 

Over  the  last  decade  the  US.  Government,  through  its 
agricultural  lubiidiea  not  to  produce  crops*  has  pro* 
vided  growers  such  as  United  Fruit  with  almost 
thirty  biHion  dollars  ($26,859,000,000).  And  Jndivit 
dual  growers,  such  as  J.G.  Boiwell  of  Corcoran, 
.  California,  have  received  more  than  twenty  million 
over  the  last  decade  not  to  produce  anything. 

The  result  has  been  to  raise  the  unemployment  rate 
of  farm  workers  to  an  estimated  25  percent,  to  abolbh 
small  farmers  at  a  rate  of  more  than  one  lAndred 
thousand  a  year,  and  to  raise  the  cost  of  basic  staples 
necessary  to  the  survival  of  the  unemployed  farm 
worker  and  small  farmer.  Alt  this  hu  been  done  in 
order  to  ensure  that  fertile  land  remains  barren.  i 

At  the  ume  time,  we  have  experimented  with  almost 
one  billion  dollars  ($956,000,000)  to  counteract  this 
non<production  program  through  expensive  reclama* 
tion  projects  that  insure  that  barren  land  becomes  fer- 
tile in  order  to  ensure  that  fertile  land  remains  barren. 

It  is  a  rare  individual  that  would  have  the  temerity  to 
suggest  that  he  could  devise  a  program  that  is  more 
counterproductive  or  harmful  than  the  above.  Although 
, ,  .|*tn  not  personally  capable  of  devising  n  program  more 
^,;,:^lMrd,  the  United  States  Labor  De^ttment  does,  in 

operate  and  has  operated  fqgjjfefi^^j^han  ehrets 
_  dtf  a^caa  program  that  is  more  coiiinfw^^roductivc. 
it#C0iiimonly  known  as  the  Farm  fci^ii^  SfcmCc. 
tt  is  100  percent  federally  funded,    a  vj»f  ^  almost 
a  quarter  of  a  bilHon  dolltts  over  the  !ajl  dciade. 

The  ostrn'sible  purpoje  of  the  Farm  Lubor,  Service 
is  to  provide  the  *'bcst  jobs"  available  for  A)rm  workers 
in  accordance  with  apf^icable  health  and  siiVty  codes. 
In  fact,  its  grower-con trolled  and  oriented  staff  pro- 
vides  the  best  workers  at  the  lowest  V(ages  Ito  the  worst 
growers,  those  growers  who,  due  to  artificially  Jo  w 
wageria^ey*  are  unable  to  compete  in  ibt  o^en  jmarket- 
place  fdJiUbor.  .J-y-'vr^ 

The  re*ult  of  this  grower  capture  of  a  mi^nt  orient- 
ed  program  w  to  make  the  fcilcul  bureaucracy  an  un- 
witting ally  of  those  growers  who  are  most  likely  to 
encourage  the  perpetuation  of  the  mJgrant*i  cycle  of 
poverty.  The  cost  to  the  migrant  is  Un  estimated  loss 
'  of  at  lcas:  one  hundred  million-dollars  per  year  in  wages. 
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William  //.  Vrkdland,  profeuor  of  community 
studici,  Univerlity  of  C«lifomu  (Santa  Cruz): 
In  a  word,  go^rnment  policy  has  contributed  to  ag* 
ftomeration  and  concentration,  and  thereby  contri> 
butcd  to  a  weakened  rural  lociai  structure  in  the  United 
Sutes. 

Let  ui  coniider  how  government  polifiei  have  pro* 
duccd  these  consequences.  The  bulk  o,f  research,  cur* 
rent  and  past,  is  devoted  to  studies  of  technology- 
what  might  be  called  the  "hard"  Kiexitiiic  ipproach. 
Relatively  little  bat  been  spent  or  is  being  spent  on  the 
so^alled  "softer"  side  the  human  and  social  elements 
of  agricultural  and^rural  life  and,  perhaps  «yen  irtore 
portant,  the  consequences  of  technological  innovation?^ 

In  the  University  of  California  system,  whi<K  I  be. 
lievc  to  be  typical  of  the  agricultural  research  fcsubliih' 
mcnt  in  the  UniteS  States,  ih  1971,  of  a  bu^^^^  of 
over  S21  milhoaior  orginiied  rcscarchrless  tJtan  S% 
will  probably  be  devoted  to  human  social  quciftionsiS 
indeed,  thb  percentage  will  probably  be  li^iiicanlly 
lower.  u 

The  issue  of  the  iihbalancc  bct>veen  techt{i)logicaI 
versus  human  social  is  raised  because  the  agricultural , 
research  establishment  if  I  may  use  a  sociologically 
descriptive  term  has  been  inilitutionally  disinterested 
in  the  conicqucnccs  of  their  work  for  rural  social 
structure.  Through  the  development  of  I  host  of  bio- 
logical,  chemical  and  engineering  resources,  the  agri- 
ctittural  research  establishment  has  effectively  served 
the  privileged  sectorn  of  agriculture,  cither  ignoring  the 
less  privileged  or,  in  many  cases,  actually  doing  damage 
to  these  sectors.  Relatively  little  has  been  done,  for  ■ 
example,  to  deal  with  the  low  income  se<itor  of  rural 
society.  If  we  coniider  the  support  reported  in  1970 
by  the  United  States  Department  of  Labor --an  agency 
relatively  concerned  about  agricultural  labor^-to 
"farm  vvorkers  and  the  rural  areas,"  we  find  that  only 
five  projects  (of  which  two  supported  my  work  at 
Cornell)  had  policy  implications  intended  ifor  farm 
workers  as  farmworkers.  Tliis  compared  to  M  projects 
devoted  to  various  phases  of  settling  farm  workers  o«t 
of  agriculture.  Tlio  major  beneficuries  of  26  other 
projccti  were  geared  toward  groups  other  than  farm 
workers.  I  have  not  had  an  opportunity  to  study  the 
situation  in  the  United  States  Departmenlof  Agricul- 
tufc  but  my  opinion  is  that  they  have  been  much  less 
conctrncd  than  the  Unittd  States  Department  of 
tabor  abcuc  rural  farnj  workers.  ^ 

Pettt],  Bivkkh,  grape  farmer,  Delano,  California: 
I  ca?ne  to  this  country  from  Yugoslavia,  my  birth  place, 
when  I  wai  a  young  man,  I  leltledln  the  San  Joaquin 
Vatley  when  tt  was  still  largf ly  an  undeveloped  wilder- 
ness.  « 

All  of  my  life  I  have  been  engaged  in  farming  from 
ehc  point  of  taking  raw  land  and  developing  ii  to  the 
fertUe  and  productive  fields  that  provide  the  main 
wealth  of  diis  valley. 

Eccauie  of  this  long  cxpciiznce  in  California  farm* 


tng,  I  feel  that  1  hava  had  a  uniqOe  d^portunity  to  Ke 
the  development  of  agriculture  in  this  sute  and  this 
valley. 

My  first  farming  venture  occurred  in  the  1920s.  I 
acquired  a  small  prune  orchard  in  an  area  that  is  now 
part  of  the  town  of  Porterville*  The  home  that  was 
put^pon  that  land  was  built  with  my  own  hands.  The  i 
product  of  that  prune  ranch  was  used  to  acquire  and  ' 
develop  other  farm  lands. 

Through  the  process  of  developing  new  lands,  my 
ranching  operation  grew  until  some  4000  acres  of 
table  and  wine  grapes  were  in  production.  There  were 
other  lesKr  acreages  devoted  to  tflhcr-f  roduce,  cotton 
and  wheat.  These  grapes  were  marketed  throughout 
the  world. 

The  growth  and  good  fortune  I  enjoyed  were  in 
many  ways  a  parallel  to  the  American  dream  of  success 
coming  to  those  who  persavere  and  work  hard.  I  do 
not  mean  to  brag  because  I  am  aware  that  this  growdi 
was  not  only  due  to  hard  work  but  to  the  blessinp 
that  natuie  bestowed  UpOn  this  valley. 

In  my  story  there  is  a  darker  side  and  that  also  is  an 
tmportani^art  of  the  picture  of  agriculture  in  this 
valley.  ■ 

The  expansion  that  led  to  my  growth  required 
large  founts  of  capital.  The  farmer  has  always  had 
to  depend  upon  money  from  outside  sourteS  to  finance 
the  development  of  his  lands.  The  heavy  expenditure 
required  to  develop  must  be  made  knowing  that  no  in< 
come  is  possible  for  several  years.  The  farmer  must  * 
have  financing  by  institutions  that  recognize  this  fact 
of  life  In  farminjirThe  lender  must  be  aware  that  the 
farmer  is  subji^ct  to  weather,  strikes,  marketing  con* 
ditions  and  otfier  factors  beyond  his  control  which 
can  seriously  affect  his  short  term  ability  to  pay. 

In  my  own  development,  I  was  financed  by  the  Bank 
of  America.  This  borrowing  relationship  went  back 
almost  thirty  years.  They  benefited  from  the  arrange* 
ment  as  I  did.  In  the  period  from  1959  through  1964, 1 
was  financed  primarily  with  loans  which  were  due 
and  payable  at  the  ^  of  each  crop  year.  When  these 
could  .not  be  rep^ld^cause  of  the  lag  between  the 
development  of  the  lands  and  their  income  producing 
period,  the  debts  were  in  default.  .  « 

The  lender,  in  spite  of  the  years  of  mutually  bene- 
ficial dealing  and  in  spite  of  lender's  knowledga  of  the 
reasons  for  tha  unpaid  loans,  comhienced  foreclosure 
proceedings.  These  activities  finally  led  to  the  loss 
of  a  ranchbig  operation  that  had  been  valbed  in  ex' 
cess  of  twelva  million. 


lf!^hr^ei 


(ieorgt  Hutyeft  almond  grower: 
I  believe  that  we  have  created  the  worst  welfar^ 
of  all  times»thc  welTare  system  for  the  corporate 
farm.  If  we  can  abolish  this  welfare  system  for  the 
corporation,  I  believe  that  we  can  once  agaitistart 
thinking  about  truly  pfoducttvt  land  ricinii  human 
resources.  Land  that  gets  more  individuals  on  the  farm 
anil  keeps  them  there  as  taxpaylng  citizens.  Then, 
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iindonly  then,  can  we  take  pride  in  capitaliim  and 
free  enterprise. 

Many  of  uf  have  contributed  to  this  trend  to  destroy 
individual  enterprise  through  ignorance.  We  have  as* 
ipmed  that  to  become  big  in  agriculture  was  an  in* 
^    dication  of  greatness,  when  just  the  opposite  is  the 
case.  Instead,  vast  agricultural  corporations  are  des- 
troying our  traditional  qualities  of  greatness.  They 
are  limiting  the  opportunity  for  individual  enterprise 
initiative  and  creative  expression.  These  corporations 
in  partnership  with  the  «atc  are  creating  corporate- 
state  lerfs  in  labor.  They  are  dependent  upon  cor- 
pOTate>state  lawyer  icrfi  and  they  control  corporate- 
lUte  political  s«fs.  Even  more  disturbing  is  the  fact 
that  we  have  considered  it  unpatriotic  if  we  fail  to 
support  these  abuses  of  our  democratic  syitcra. 

We  have  considered  it  unpatriotic  If  labor  seeks  to 
become  more  than  corporatcstate  serfs.  We  have 
granted  subsidies,  ux  shelters  and  state  water  at  the 
request  of  corporate  state  legal  and  political  serfs  in 
the  mistaken  idea  that  we  are  supporting  a  democratic 
system.  We  have  shouted  communist  at  the  real  pa* 
triots-in  this  country  who  suggest  that  we  must  cease 
to  support  these  corporations  and  give  individual  enter- 
prise   fair  Chance. 

It  is  reasonable  to  believe  tTtat  it  is  not  too  late  to 
reverse  this  oppressive  condition  through  our  demo- 
cratic system.  It  is  not  too  late  to  enforce  1^0  acre 
limitation  on  federal  water. and  force  the  conglomeijates 
to  sell  to  individuals.  It  is  not  too  late  for  our  federal 
land  banksund  other  Jcnding  institutions  to  establish 
realistic  formulas  for  creating  Capital  for  family  size 
economic  units.  It  is  not  too  late  to  prohibit  a  cor- 
poration receiving  oil  depiction  subsidies  from  using 
this  same  land  for  agriculture.  It  isnot  too  late  for 
the  state  to  force  those  companies  who  finance 
farmers  into  overproduction  of  crops  to  honor  their 
contracts  when  ovcrproductrtm  has  been  achieved  as 
has  been  the  case  with  peaches  and  poultry  arid  will 
be  the  case  with  grapes  and  other'products.  It  is  not 
too  late  to  force  vertically  integrated  conglomerates 
to  establish  reasonable  prices  for  the  raw  matcrifil 
rather  than  to  take  the  profit  from  some  vague  seg- 
ment of  the  vertical  structure  in  order  to  drive  more 
farmers  out  of  business. 

It  is  not  too  late  to  reverse  this  trend  toward  de- 
struction that  has  been  created  through  ignorance. 
But,  if  we  fail  to  make  corrections  immediately  we 
can  no  longer  be  considered  tgnorartti  we  must  be 
considered  traitors  to  our  democratic  way  of  life. 
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An  Indian  Guide 

The  proud  tribe  of  the  Ut^  Perce  Indiana  was 
led  by  a  man  named  Chief  Joseph.  His  affection 
for  the  land  out  of  v^^iich  he  came  never  ceased, 
and  Chief  Joseph  was  unremitting  in  his  at- 
tempts to  remain  in  the  valleya  and  mountains 
of  his  birthplace.  In  tlii^^paMage  he  makes  clear 
his,scntlments  regarding  ovjf^cshipotthe  earth. 

The  earth  was  aeated  by  the  assutance  of  the 
sun,  and  it  should  be  left  at  it  was . . .  The 
country  was'  made  without  lines  of  dcmar* 

'  cation,  and  it  is  no  mari'a  business  to  divide 
it . . .  I  see  '•the  whites  all  met  the  country 
^ning  wealth, -and  see  their  desire  t*  give  ua 
lands  which  are  worthless . . .  The  earth  and 
myself  are  of  one  mind.  The  measure  of  the 
land  and  the  measure  of  our  bodies  arc  the 
same.  Say  to  us  if  you  can  aay  it,  that  you  were 
sent  by  the  Creative- Pov^er  to  talk  to  us.. 
Perhajps  you  think  that  the  Creator  sent  you 
here  Uk  dispose  of  us  as  you  see  fit.  If  I  thought 
you  vjcre  sent  by  the  Creator  1  migjit  be 
induced  to  think  you  had  a  right  to  dispose  of 
me.  Do  not  vnlsunderstand  me,  but  understand 
me  fuUy  vwth  reference  to  my  affection  for  the 
land.  1  never  said  the  land  was  mine  to  do  with 
at  I  chole.  The  one  who  has  the  right  to  dispose 
of  it  is  the  one  who  has  created  it.  I  claim  a 
right  to  live  on  my  land,  and  accord  you  the 
privilege  to  live  on  ydurs. 

from  Touch  the  Eirth,  by  T.C  McLtthm  (OhUt- 
htiiit&Dknttfny) 
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'     tiYom  8an*Francl8Co  Progrew,  Jan,  5, 1072] 

Bio  U.S.  Hearxno  02f  Faemwokkisb  Hekb 

'     A'V,8,  Senate  subcommittee  studying  the  Impjact'of  agrl-buslnefis  and  agrl-  ^ 
government  on  farmers  and  farm-workers  will  hold  hearings  in  San  Francisco 
on  Jan,  IJ^and  13.  ^  '    -  ♦ 

Senator  Adlai  E.  Stevenson  III  of  Illinois,  chairman  of  the  Subcommittee  on 
Migratory  Labor  of  the  Senate  Committee* 'fin  liabor  and  Public  Welfare,  an- 
nounced that  heatings  will  bo  held  In  Satf  Francisco  Tuesday,  Jan.  11,  and  *^ 
.  *      Thursday,  Jan.  13,  dad  In  Fresnn^n  Weilpesday.  Jan,  12: 

»  'The  California  llearlngs  vmi  continue  the  subcommittee's  study  of  what  v 

Stevenson  has  termed  a  "vast.upheaval  In  rural  America,!*  characterised  by  the 
growth  of  "forces  of  bigness"  and  the  disappearance  of  family  farms.' 

"California  Is  the  most  productive  agricultural  region  in  the  world."  Steveilson 
said,  "but  what  we  see  emerging  in  many  parts  of  the  country— Is  corporate 
feudalism,    •  ^ 
,  .  "Large  landowners  a^d  giant  Corp/) rations  reap  most  of  the  profits  from  farm-/ 
'      Ing  and  real  estate  appreciation.  Small  farmers*  incomes  are  <»roded  by  subsidized* 
corporate  competition  and  rising  land  taxes. 

"Farmworkers— notably  migrants—and  their  families  are  doomed  to  lives  Of 
poverty  and  hopelessness,  or  are  forced  to  move  to  urban  alums  in  hopes  of  find- 
ing work  ojr  going  on  welfare,"  ,       '  / 
Both  hearings  In-  Siiti  Francisco  will  begin  at  9  a,nu.  .Ceremonial  Courttoonr, 
.  '          19th  floor.  Federal  Bldg..  450  Golden  Gate  Ave,  •    -  « 

Senator  Stevenson  said  the  subcommittee  hearing^!}  ^vould  answer  these 
questions: 

•  WlioovnsthelandinCayfornia? 

^  •  What  are  the  consequjpncea  of  landholdlng  patterns  on  farmers  and  farm- 

workers, on  consumers,  on  rural  communities  and  on  the  environment? 

•  Ilou^do  federal  and  state  policies  affect  the  distribution  of  land,  wealUi  and 
power  In  California?  — 

Witnesses  •will.  Include  sta(;e4i»d  federarofflcials,  farmers  and  farmworkers, 
representatives  of  business  and  labor  and  experts  in  a  number  of  subject  areas. 
Including  taxation,  rural  sociology,  agricultural  economics,  popultttiim  distribu- 
tion aftd  movement  and  economic  development,  < 


[Prom  the  Han  rranolsco  Kxamlnor.  Jan.  0,  1972}  j 
IlEAmNOs  Heke  on  Fabm  Imnd 
(By  Lynn  lAidlow)  , 

Henator  Adlal  R  Htevenson  III  will  come  to  town  this  week  with  questions 
^.  about  California's  land  ownership  patterns  and,  a  ^vorite  quote  from  Thomas 
JefferKon,  *  ^ 

The  Illlnoln  Democrat,  who  blames  "corjmrate  feudalism"  with  increased 
productivity  for  the  poverty  of  f^irni  workers.  In  chalriiian  of  a  Senat(»  siibcom- 
uilttee  that  scheduled  hearings  here  to  The  Federal  Building  at  9  U,m.  Tuesday 
and  Thursday  and  In  Fresno  «n  Wednesday, 

He  wants  answers  to  these  questions : 

•  Who  owns  the  land  In  California  and  what  are  the  consequences  for  farm- 
ers, farm  workers,  consumers,  rural  towun  and  the  environment  Itsejf  ? 

•  now  do  governmental  policies  affect  the  distribution  of  land,  wealth  and 
political-commercial  power?  *  ^ 

Senator  Robert  .Taft  Jr..  the  Ohio  Bopubllcaii.  wan  expected  to  accompany 
StevenKon,  The  subcommittee  on  migratory  labor  Is  paxt  of  the  Senate  Com- 
mittee on  Labor  and  IHibllc  Welfare.  ^         ^  ^ 

Stevenson  quoted  Jefferson's  hoiM^s  that  America's  abundance  of  farm  lanus 
would  create  ','not  (mly  a  new  form  of  government  but  a  new 'kind  of  man :  self- 
reliant,  free  and  prosi»erous.*' 
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Such  mon  would  "safely  and  advantageously  reserve  to  themselves  a  wholesome 
control  over  their  public  affairs  and  a  degree  of  freedom  which,  In  Europe,  would 
be  instantly  perverted  ,  .  .  - 
,  Witnesses  on  Tuesday  are  expected  to  include  Jerry  Fielder,  State  Secretary 
of  Agriculture;  Robert  %0De,  vice  president  of  the  Bank  of  America;  Dolores 
Iluerta,  associate  director  of  the  ruited  Farm  Workers  Organizing  (*ommlttcc^ 
John  Henning,  of  the  (California  AIj^/^CIO,  and  Dr.  RHtord  Xorgaard.  Univer- 
fiity  of  ('allfomia  <lepart«icnt  of  agricultural  eeonomies^ln  Berkeley. 

ENVIRONMENT 

A  panefon  envlfonincntal  implications  includes  Michael  McGloskey,  executive 
director  of  the  Sierra  Club;  Keith  Roberts,  California  Action,  and  Gerald  Moral, 
Knviroiimcntal  Defense  Fund,  o 

According  to  the  recent  Nader  Report  on  Land  and  Power  in  ('aliforuia,  the 
8tate*fl  biggest  land  owner  is  Southern  I^acifle  Railroad  with  million  acres.  Of 
the  Btat^'s  100.1  million  acres,  01.2  million  are  privately  held. 

SECRETARV  BUTZ 

Stevenson,  son  of  the  late  Presidential  vundidate,  was  among  the  minority  of 
Senators  opposing  President  Nixon's  appointment  of  Karl  L.  But^pca  I'urdue 
rnivernlty  dean  with  Purina-Ralstou  business  interests,  an  "Secretary  of  Agri- 
culture. He  raid  Butz  would  favor  "agri-business."  , 

Stevenson  han  liccn  mentioned  also  as  a  possible  vice  presidential  candithite' 
coupled  \vlth  Sen.  KdmundiMuskit*  (D^Maine)  on  the  Democratic  ticket. 

(rrf»m  tho  Han  Franrlceo  Clironlelc,  Jan.  12,  lOV^J]  . 

San  Francisco  IIeaiung  on  Faiiino  Faiimb.— ^  Toron  Row  to  IIoe 

iliy  Michael  llarriB) 

Senator  Adlai  K.  Htcvenson  III  eaid  yesterday  that  federal  subsidies  to  muUi- 
million  dollar  farming  coriiorations  may  be  dooming  family  farms  to  bankruptcy 
and  rending  rural  work<»ro  onto  city  welfare  rolls. 

The  Illlnol!]  Democrat,  conducting  three  days  of  hearings  in  Nortbe?h  Cali- 
fornia an  clmlrnian  of  th<»  Senate  Subcommittee  on  Migrator^  Labor!  heard  his 
fcarn  cchiicd  hy  a  f^erieri  ot  witne£5:c:i  who  testified  in  the  Federal  Building  here. 

Among  the  dev<'loi>mentn  in  agriculture  listed  in  the  day'fl  hearings  were  these: 

•  More  than  half  irf  California'fi  tm  million  acres  (»f  farmland  arc  in  coriK)- 
rat(»  ownership  *a  millbm  of  them  c<mtrolled  by  Tenncco,  a  naMonwide 
ronglom(>rate.  ' 

•  It  In  I«ccouilng  imTcaningly  dilllculti  according  to  a  f:enlcc  Bank  of  America 
oinclal,  to  find  economic  juntlfieation  for  loans  to  California  peach  and  prune 
growers. 

•  The  <'orporat<»  farm,  which  had  been  rt»gardetl  as  a  California  phcnc^menon. 
now  if^  bunding  into  ramilar  gniwtli  in  such  places  as  Maine.  Florida  and  cvi>n  the 
Midwerit. 

*'Do  farm  nubsidie.%  tax  breaks,  wage  laws,  land  reclamation  projects  and 
agricMiltural  rc5:carc»h  work  to  the  special  advantage  of  the  biggest  and  richest 
farmers!'**  Stevenr^(ui  inquired. 

"If  that  is  the  sinn  total  of  T^nited  States  fam  policy,  we  must  face  the  fact 
that  we  an»  not  helping  farniers--we  arc  subsidizing  Simon  TiCgrcr." 

■        •  • 

CitANOES 

The  witnesses  did  not  all  api>ear  to  be  as  troubled  as  Stevenson  but  all  agreed 
changes  in  policy  were  neccHsary.  '^w^  ^ 

"Jerry  \V.  Fielder,  director  of  agriculture  in  ^lOvernoFiioiiald  Reagan's* ad- 
ministration, said  he,  too,  fears  that  small  farmers  could  not  compete  effectively. 

"It  \n  not  so  much  a  matter  of  size  but  of  tax  ri:dvantag(vs,"  Finder  observed. 
"We  look  with  concern  oil  the  ability  of  some  farm  organizations  to  get  tax 
advantages  that  small  farmers  cnunot." 
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George  BtlUs,  a  Ftesno  firm,  journalist,  said  agricultural  programa  from  the 
10th  century  days  of  the  Homestead  Act  have  been  de8l|fncd  to  encourage  family? 
sized  farms  and  have  instead  opened  the  way  for  Investora  to  make  millions  in 
agriculture.  '  r  .      -  "  . 

"The  problem  Is  that  reforms  don't  work,*'  Ballis  continued.  **Thc  crop  subsidy 
was  supposed  to  keep  small  farmers  on  the  land,  ^ut  It  has  been  tised.for  the 
last  30  years  to  drive  him  off."  V  o 

Paul  Taylor,  professor  jpmeritus  of  economics  at  the  University  of  California 
at  Berkeley,  testifleft  he  was  waiting  skeptically  to  see  whether  the  United 
States  Department  of  Agriculture  will  maintain  the  crop  subsidy  limits  ordered* 
last  year  by  Congress. 

Aft<?r  learning  that  individual  corporate  growers  had  been  paid  as  much  as  $5 
million  a  year  in  sub^jdies  by  the  government.  Congress  ordered  a  $55,000  celling 
on  individual  crop  allotments. 

"It  remafrik  tp  be  seen  if  this  will  be  observed  any  more  than  the  lOO-acre 
limit  in  federal  water  projects,**  Taylor  said, 

Bobcrt  W.  Long",  senior  vice  president  of  Bank  of  America,  said  ho  favors  Fed- 
eral loan  guarantees  and  other  Hnancial  aid  to  small  farmers. 

i  COST  «  •  ' 

"Tlie  actual  cost  of  loans  to  farmers  is  lower  than  for  our  cor|)orate  borrowers," 
Long  said.  "What  I  am  concerned  about  is  their  present  earnuigs—thelr^ ability 
to  repay  a^  any  level.  The  returns  for  the  sale  of  peaches  and  prpfles  are  below  • 
most  growers' cost  of  production," 

Harry  Miller,  a  San  Franclsco' lawyer,  associated  with  consumer  advocate 
Ralph  Nader,  projfested  the  tax  laws  permit  conglomerates  to  operate  farms  at  a 
loss  and  still  ma^t  money  in  the  long  run.  • 

"Of  the  corporKte  ownerships  iff  Callfomla  farmland,  over  half  are  companies 
whose  major  business  is  In  othe/flelds,"  Miller  said. 

If  the  farm  operations  losf/money,  he  continued,  the  losses  can  help  reduce 
taxes  on  the  rest  of  the  business,  t 

"Tli>y  aren't  really  Interested  In  agriculture,"  Miller  said,  "They're  holding  the 
land  for  speculative  purposes  and  soontr  or  l^ter,  when  its  value  goes  up,  they 
can  KoU  It  and  reap^tUelr  profit  and  only  be  taxed  fdr  capital  ^aln." 

John  F,  Ilenning,  executive  secretary- treasurer  of  the  California  X^ederatlon 
•of  Labor,  urged  enforcement  of  the  IGO-acre  limitation,  recognition  of  farm 
workers-  right  to  organize  and  extension  of  social  and  ^educational  benefits  to 
farm  workers' families. 


I  Prom  tho  San  FranclHcp  Examiner,  Jan.  13,  1072]  ^ 

AVater  Poucy  Held  Rui??  to  Farmerb 

Representative  Jerome  Waldlo  said  here  today  that  "the  water  policies  of  tho 
tttato  and  feredal  governments— unless  changed  -will  most  likely  result  lij  the 
destruction  of  tho  small  farmer*,  and  the  continued  prosperity  of  the  coriK)rato 

^"5nie  Contra  Costa  County  Democrali  said,  however,  that  the  probems  facing 
California's  agricultural  Industry,  its  farmers  and  its  farm  workers,  are  grave 
but  not  insoluble. 
Waldle  told  a  Senate  subcommittee  on  migratory  labor : 

••Both  the  Bureau  of  Reclamation  and  the  Htate  of  California  want  to  bring 
In  still  more  water  to  the- San  Joaquin  Valley  by  tho  Impounding  of  wild  rivers 
In  tho  north  coast  of  the  state.  •  *  . 

'     ,     NOT  NECESSARY 

'1  have  maintained  that  these  rivers  are  not  necessary  for  either  agricultural. 
Industrial  or  domcstle  use  given  the  alternative  of  desallnkation,  recycling,  and 
geothermal  dei)oslts." 

He  told  flic  committee  meeting  here  In  the  Federal  Building  that  "I  haye 
Joined  with  several  colleagues  In  the  House  of  Representatives  In  Introducing 
legislation  which  will  put  new  strength  In  tho  hands  of  the  small  farmer  by 
forcing  excess  land  owners  to  selj  that  land  to  the  government  for  ultimate  sale 
to  other  small  farmers,"  ^ 
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Yesterday  In  Fresno,  the  subcommittee  heard  a  variety  of  attacks  on  so-called 
"syndicate  farmers**  who  use  capital  from  non-farm  sources  to  compete  with 
smaller  growers; 

"  TAX  LOOPHOLES 

Hep.  B.  F.  Fisk,  a  Democrat  from  Fresno,  ui^ed  an  early  completion  of  gov- 
fisnment  studies  now  under  way  concerning  way^  to  close  tax  loopholes  syndicate 
farmers  now  enjoy. 

"Syndicate  farm  land  owners  are  usutUy  high  Income  earners  In  other  fields 
who  take  Immediate  cash  tax  deductions  for  developing  their  land,**  said  the 
veteran  congressman  yesterday. 

"They  can  then  farm  In  competition  with  the  fanJily  farmer  and  can  later 
sell  and  take  the  appreciated  land  value  In  capital  gains  tax.***  y  , 

Fresno  grower  John  Garabedlan  said  the  syn dlcnte  farmer  can  tundersell  the 
man  making  his  nioney  only  from  the  farm  by  uslhg  income  from  other  sources. 

■  .        ■  V 

"JZOPAEDT 

"The"  end  result  can  only  mean  that  our  e4tlre  agricultural  output  wlU  bo 
Jeopardized  as  farmery  leave  th.e  field  and  heftl  to  town  for  their  livelihood  . .  .'* 
lie  said. 

The  Subcommittee  pn  Migrant  Labor  wWch  is  Investigating  th<<jfllght  of  the 
small  farmer  heard  another  approach  In  ptatement  by  Chester  I>etv<^r,  master 
of  the  California  State  Grange.  " 

He  said  bigness  alone  Is  not  detrlniental  but  Emphasized  that  farmers  must  • 
bo  able  tq  obtain  a  better  bargaining  ^msltlon  In  the  marketplace  to  survive. 

Deaver  mid  the  Grange  was  partlcirfarly  Interes*ted  in  a  bill  by  SIsk  and  other 
legislators  aimed  at  the  establlshm^t  of  farm  bargaining  cooperatives  to  give 
tbe  grower  greater  "green  power." 

Slsk  also  u'rged  the  subcommltjifee  members  to  support  the  measure  saying  tbo 
farmer  too  often  "must  comprojiiise  his  asking  price  or  lose  his  entire  erop  be- 
cause he  has  no  negotiating  p^sjiion" 
■  / 

,  LITIGATION 

Attorney  William  Irwiinr,  representing  Delano  grower  P.  Dlvlzlch.  told  the 
<*ommItt€e  of  his  litigation  against  tjtie  Bank  of  America  and  Heggeblade-Mar- 
guleas,  Inc.,  now  a  part  of  Tenneco,  Inc. 

He- contended  Dlvlrifh  lost  most  of  his  holdings  to  H-M  because  of  Improper 
marketing  of  his  pr^lacts  by  H-M  and  because  of  the  lending  policy  of  the  bank. 

Irwin  said  big  ^pipanles  like  tenneco  are  "using  their  bigness"  to  unfair 
competitive  advanbige  over  small  growers.  ' 

"In  essence  wli4t  It  will  lead  to  Is  that  California  will  become  a  Ipnd  of  tenant 
farmers  and  wo  ^^^111  all  bo  buying  at  the  company  store,"     said.  A, 

Dlvlzlch  rece^ly  wOn  .5400.000  in  damages  from  H-M  and  the  banked  Irwin 
has  filed  antlt/^^st  action  against  them.  »  '  • 

Tlie  panel,  iH>mprlKed  of  sulwmmlttee  Chairman  Adlai  Stevenson  III  aniTSorL 
Robert'raft<U-()hIo)  moved  back  to  San  Francisco  today.  ,  ^■ 

/  '  '  

/  I  From  S«n  Francisco  Examiner,  Jan.  14,  10721 

'  QrESTioN  OP  Risks.— Fabmers*  Puoht  Blameu  on  Bajjks 
(By  Dick  Alex^inder) 

A  California  researcher  has  challenged  the  banking  industry  to  adjust  credit 
'l>olicie*In  agriculture  to  save  the  small  farmers  from  going  under. 

"I  f&l  that  the  availability  of  credit  is  the  single  thing  now  which  could  ^ 
revitalize  rural  areas.**  James  I^wery  of  Los  Angeles  told  the  U.S.  Senate 
Subcommittee  on  Migratory  Labor  here  yesterday. 

Lo^very.  project  director  for  the  Center  for  New  Corporate  Priorities,  Issued 
this  warning  In  the  third  and  last  day  of  hearings  In  the  Federal  Building  on 
problenin  of  tbe  small  farms  and  land  ownership : 

"Jf  present  small  farmers  do  not  have  adequate  crWit,  then  they  will  certainly 
go  tinder,  and  no  one  but  the  wealthiest  Individuals  and  the  corporations  can 
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rppljice  them^  because^<  of  the  e.strenioly  high  costs  of  purchasing  land  and 
w^ulpinent.  - 

''The, banks  stUl  Have  the  opportunity  to  adjust  their  credit  poUelea  In  ag- 
riculture/-he  added,  "If  thl»y  accept  that  it  is  good  for  agriculture  in  the  long 
run,  and  they  are  prodded  to  do  so." ' 

I'he  Subcommittee,  headed,  by  Sens.  Adlai  E.  Stevenson  III  (D-IU.)  and 
Robert  Taft  Jr.  (U-()hioj»  heard  this  testimony  by  Lowery,  whose  organization 
has  been  examining  issues  of  corporate  responsibility  for  the  pTist  15  months: 

•  Robert  Long,  Bank  of  America  senior  vice  president  In  charge  of  agricul- 
tural loans,  testified  before  the  subcommittee  Tuesday : 

■  "The  only  reason  the  Bank  of  America  cannot  substantially  Increase  Its  credit 
commitment  t(»  farmers  Is  because  of  deepening  economic  pressures.** 

These  pressures,  he  said,  are  associated  with  rising  costs  of  production  and  of 
land,  taxes,  labor  and  equipment  without  commensurate  Increases  in  returns 
from  the  eaie  of  crops. 

lOWEBY  imniEB  TESTIFIED 

•  yhere  will  l)e  a  net  loss  of  75^000  jobs  In  California  In  the  next  20  years  be- 
cause <>f  mechanization.  • 

•  The  ('alifornla  Water  Project  may  well  be  a  killing  blow  to  small  farmers 
<m  the  cant  side  of  the  San  Joaquin  Valley  while  increasing  acreage  In  produc- 
tion (m  the  west  side.  "  • 

-.  t> 

»  ..  " 

iProm  Ban  PranclEco  Kxamliior,  Jan.  2, 19T2] 

^S.   F.   IlEAmNO  ON   **(*0RPOKATE  FtTl'DAUSM** 

WASIIIN<;T()X  =A  senate  sul)commlttee  headed  by  Sen.  Adlal  StevenRon  (V^- 
111.)  will  open  hearings  In  California  th*s  moirth  to  study  what  Stevennon  called 
the  growth  of  "corporate  fendalism"  In  rural  AmerlcfTT 

The  heariugr/--i'cheduled  for  Jan.  11  and  IfS.ln  San  Ffanclnco  and  Jan.  12  in 
Frt»sno  will  fucus  on  what  Stov<»nson  has  termed  a  "vast  upheaval  In  rural  Amer- 
Ic'ii*'  marked  by  the  dlnappearance  of  fandly  farm?^  and  the  growth  of  "forces  of 
'  liurjim>nn/' 

Although  rnllfornia  In  one  of  the  world's  most  producthxe  agricultur.e  regions. 
Stfvenr.on  rmid,  "What*  we  cmerKlng  In  many  parts  of  the  state  an  In  other 
part; J  of  the  <  ountry    ljH»orp(»rate  feudn  llnin. 

"Large  muflowners  <iiid  giant  corporrttlons  reap  most  of  the  proHtn  from  fann- 
ing and  real  estate  appreciation,"  he  added.  "Small  farmers'  incomcJi  are  eroded 
l»y  fmhfiidlztMl  rorp(»r.'ite  rranpetltKm  and  rising  land  taxes.  Farm  workers  not- 
ably  mhmiitn  and  their  fandllen  are  doomed  to  lives  of  poverty  and  hopeles  s 
nc:  M.  or  are. forced  to  intive  to  urban  slum!3  In  hopes  of  finding  work  or  going  on 
welfare."  ,  .     .         .  , 

The  liabor  and  Welfare  nuh<'omi«ittee  announcement  said  the  (California  hear- 
tngs  would  dwell  on  three  questions : 

•  Whfi  owns  the  landau  California  V 

.  •  Wliat  are  the  coniUMiuenfcs  of  landholding  on  farmers,  farm  workers;  con- 
sumers, rural  communitlt»s  and  on  the  environment? 


TTNiTEu  States  VicriMwiNCf  Small  FABMEns,  Senate  Panel  Told 
.    ^  (By  Philip  Ilager) 

San  FRANCi8ro.=The  family  farm  Is  just  as  emdent  as  the  big  corporate 
farm*  a  Fresno  <'<mnty  grai)e  grower  declared  before  a  r.S.'Seimte  subconunlt- 
tee  hearing  Tuesday.         ^  ■ 

But.  nald  Berge  Bulbullan,  the  small  farm  Is  being  victimized  liy  tax,  credit 
and  subsidy  policies  that  f»\i)r  large  landholders. 

"Put  the  giant  corporate  farms  (m  the  same  level  we  family  farms  operate  on 
tml  we  will  see  who  Is  efficient  and  who  Is  not,**  said  the  lO-year^old  Bulbtdlan. 
owner  of  a  l^O-acre  wine  and  raisin  grain?  farm  In  Sanger. 


■    •  4!il 


2m- 

BulbuHan  testified  at  a  bearing  conducted  by  «en.  AdUi  B.  Stevenson  III  (D- 
111. ) .  cbulnnan  of  tbo  Senate  subcommittee  on  migratory  labor.  ^  «i 

Stevenson  Is  holding  tbreo  days  of  hearings  in  tbo  state  on  patterns  and  con- 
sequences of  agricultural  landhoidlngs  In  Galifomla.and  tbo  effects  of  govern- 
mental policies  on  fanning,  tbo  state's  No.  1  Industry. 

•    ECONOUIC  DECLINE 

^Vltness  after  witness  testilled  to  tbo  economic  decUno  of  tbo  family  farm  Jn 
California.  In  1060  there  were  108,000  farms  In  tbo  state,  averaging  350  acres 
P?^;,?^,^^^^  there  were  only  C0,000  farms,  averaging  054  acres.  According  to 
,tbe  L.S.  Department  e^Agrlculture,  In  lOW  a  total  of  45  corporations  controlled 
OI^o  of  California's  prime  agricultural  land. 

Bulbullan.  the  subcoiamit tee's  leadoff  witness,  described  bow  bis  father. 
Ygblsh,  now  70,  came  to'tbis  country  from  Armenia  in  1020  and  worked  In  tbo 
Oelds  until  be  was  able  to  make  a  down  payment  on  a  farm. 

•Today  no  semMlterato  farmworker  would,  In  bis  wildest  tlreams.  dream  of 
owning  a  farm,"  said  Kulbultan.  "It's  almost  iniposslble." 

The  belief  that  small  farms  are  Inherently  Inefficient  Is  a  myth,  be^dded. 
noting  that  the  smaller  fanner  worlis  longer  hours  and  pays  closer  attention  to 
the  land  be  owns. 

•  •      •  '    •  « 

^  Ho  contended  that  the  conwrato  farms  take  advantage  of  tax  loopholes,  big 
government  subsidies,  lower  credit  costs  and  the  rosults^of  university  and  gov- 
ernmental research  designed  to  benellt  tbem-^all  at  tbo  expense  of  tbo  small 
farmer. 

Bulbullrfn  Ir  one  of  the  founders  of  the  recently  formed  National  Coalition  For 
Land  Keform,  with  bead(|uartera  In  San  Francisco  and  Cambridge,  Mass. 

A  number  of  wltn(?s«»s,  Including  John  F.  Uennlng,  executive  secretary-treas- 
^irer  of  the  California  Labor  Federation  AFL^CIO.  advocated  enforcement  of 
the  100-acre  limitation  cm  federally  subsidized  water,  part  oftui  national  Recla-  ^ 
mation  A<'t,  of  1002  aimed  towards  developing  the  family  farm. 

Ilennlng  estimated  that,  in  <:allfornla  at  .preterit,  about  000,000  acres  ar« 
^ owned  and  receive  Bubsldlzejl  water  In  ejicess  of  the  100  acre  limitation. 

In  resiwnse  to  questions  from  HtevtTison,  Jerry  W.  Fielder,  state  airector  of  " 
agriculture,  opposed  enforcement  of  the  limitation.  "A  whole  economy  has  de- 
veloiwd  around  a  lack  at  enforcement,"  said  Fielder.  "Tiie  IGO  acre  limitation 
Ion  t  pr:\ctlcal  any  more.  If  relnstltuted  .  .  .  ItVould  not  suffice  to  take  care  of 
a  minimal  economic  entity." 

Fl(»lder  uIko  disagreed  wltb(7Bulbullihi's  contention  that  youttg  people  today  are 
(»ffe(!tlvely  prohibited  from  buying  and  oi>eratlng  a  farm.  "It  la  far  more  difflcult  ' 
that  It  was  In  the  past,  but  the  opportunity  Is  there,"  tbo  director  eald. 


{From  tbo  Dan  Francisco  Uxamlner,  Jan.  IC,  10721 
Fabm  Situation  Critical 
(By  DIek  Alexander) 

A  California  labor  leader  said  the  situation  facing  farm  workers  in  the  state 
and  throughout  the  nation  Is  a  scandal  aijd  "unless  we  mako^iho  land  more 
at^active  there  will  be  a  continued  migration"  away  from  the  farhis. 

John  F.  U(»nnlng.  executive  secretaijy-treasurer  of  tlie  California  Labor  Federa- 
tion, AFIi-CIC),  told  a  U.a  Hcnatc  subcomjCaltteo  on  migratory  labor  yesterday: 

"Farm  workers  continue  to  live,  In  most  cases.  In  4Jiade(iuate  housing,  often 
without  such  b&Hle  amenities  as  running  water  and  Indoor  toilets." 

lie  KUld  the  only  was»farm  workers  can  achteve  an  adequate  standard  of  llVIng 
Is  through  unionization.         ^  •  .  ♦ 

AULAI 

Ilenning,  was  a  witness  In  day-long  benrings  before  tho  committee  conduetcil 
In  the  Federal  Building  by  Sen.  Adlai  jE3,  Stevenson  III  (D-Ill.). 
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*  Stevieifson  said  the  purpose  oX  the  tlM:e*-day  hearings  was  "to  find  a  national 
pblicy  Wvhose  etfect  is  not.  simply  effidijtency  6t  progress  or  economy  of  scale,  but* 
a  decent  life^r  all  rural/Americ^ns."  ,  *  . ,  /     ^       ,  - 

'Hennihg  said  .Cpijgre^aional  action  4s  needed  now  extending  the  National 
liQbor  Relations  Act  to  farm  workers  providing  them  with'fineknployment  insnri 
ance  and-  wbrloneiii's  ^mpensation  coverage  an^  gu^rantefeing  then^  thp  federal 
liiinirpum  wage.  ^  "*  ^    .  ^  • 

^lie  also  urged  that  Congress :/  ^    v  , 

.End  illegal  alien  entrance  to  California's^  farm  labor  market  and  insist  the> 
llnmigration  Service . enforce  exisflngtlaws  on  aliens.  >  ^ 

<;•  Proiride  for  expanded  housing  programs  for  J 
'  .  •  Develop  a  federal  program  to  provide  a  decent  .education  for  .children  of 
migi:atO*i?y  fairm  workers.    ]  *  *  - 

Stevenson- said  his  subcommittee  would  also  focus  on.  the  question  of  who  owns 
Iqpd  ia California.  ,  .     ..  >  '  ,  • 

Rdbert  W.  iji^ng,  im^  of  America  senior  vice  president  in  charge  of  agriculr 
tural  logins,  testified :     ♦  *  .  . 

*  "The  smaller  farmer  whdse  operation  is  unable  to  achieve  the  sanie  or  better 
(^conoihies  of  his  neighbors,  no  matter  what  sisse,  will  not  babble  to  continue  in 
the  present  economic  cirl»umstancea"  ^  *  . 

o^'He  said  the  only„  reason  the  Bank  of  America — ^" which  provides  nearly  40  per- 
•cent  of  al^  non-tearestate  agricultural  loans  in  California" — cannot  substantially 

ixicriease  its  credit  commitirient-to  farmers  is  because  of  deepening  economic 

pressures.         ,    •  • 

*^       '  ♦\  *^      FEWER  FA^MS  '    '  ^' 

The  numb^  of  farms ^as  fallen  from  104,000  10  years  ago,  l^.e  said,  to  soke 
§6,000' today.        -  .      ,       .  , 

'  "ThiSvrefiects  fehe  pressures  associated  with  rising  *c6sts  of  production  and  of 
land,  taxes,  labor  and  equipment  without  commensurate  inc];eases  in  returns 
frbm  the  sale.  Of  crops.'*  '  .  '  ^'  '  ^ 

Poihting  put'  that.. unbffiUal  estimates  place  total  average  investment  pe^r 
California  f arrm  at  about  ^00,000  with  a  net  return  at  some  $16,000  per  f arin, 
or»ab»ut  4  percenj,  Long^said  the  ^ank  is  in  the  process 'of  developing  an  agri- 
cultural business  planning  *  service — "whidi  should  benefit  farmers  large  and 
small."     -         «     '  i       *  \  4k 

"This  system  is  designed  to  assist  in  setiing  rfiore  responsive  lending  policies,", 
he  added, '^'helping  oflScers  ^ake  iridivrduat^^dit  decisions  and  serve  as  a  plan- 
ning topi  for  t|ie  individual  farmer  too."      *  ■  ^  ^ 

Yesterday's  fiearing' also  inckided  this  testimony :  . 

"A  farmer's  market  in  California— in'  my  estimation-r-has  been  converted  into 
a  flea  market." — ^Dr.  William  Friedland,  University  of  California  at  Santa  Cruz. 

"If  we  don't  do, something  abput  Tural  America,  perhaps  we  stf^ld.  change  the 
inscription  on  the  Statute  of^IiJberty  to  read:  'Keep  out — entei^irise  i^ios^d.* 
.Berge  Bulbulllan,  Sanger  farmer  and  founding  iliember  of  National  Coalition  for 
Land  Reform.  ,         6*  '  /  ■ 


[From  the  Los  Angeles  Times,  Ja?i.  13,  197J2]  ^ 
Corporate  Farmers  Tax  Breaks  At^^ 
cjompi33^tlqlt,  0ovu>  force  smalx  growers  to  move  into  cities,  senate.  group 

\  ^-  TOLD  ^ 

FRESNO^Criant  corporate  farms  are  using  tax  loopholes  and, capital  from 
nonfarming' sources  in  unfair  competition  that  could  make  small  farmers 'Tiead. 
to  town  for  their  livelihood,'*  a  Senate  subcommittee  was  told  here  Wednesday, 

One  witness  at  the  hearing  by  the  subcommittee  on  migratory  labor  said  such 
competition  could  make  California  "a  land  of  tenant  farmers.** 

I^ep.  B.  F.  Sisk  (PrFtesno)  told  the  hearing*s  chairman,  Sen^  Adlai  Stevenson 
III  (D-IlL),  that  marketing  and  bargaining  legislation  *i^  needed  to  give  the 
^mall  farmer  a  better  negotiating  portion.  *  ^ 

The  little  farmer  "in  too  many  cases  must  compromise  his  asking  price  or  l^se 
his  entire  crop  because  he  has  no  negotiating  position,**  Sisk  said. 


(    ;  2111' 

^  'V  f .        OTHEK IWCOME 

He  also  urged  a  closing  of  tajc  loQptooles  which  he  said  favor  syndicate  farmera 
to  thetdisadvantage  of  the  sipall  farmer.  .    *    "  - 

Sisk,  who  represents  the  fian  Joaquin  VaUey's  rich  central  farming" region,  said 
the  syndicate  farm  land  owners  «suaUy  hare  income  from  t>tlier  sources  teke 
immediate  ca«h  deductions  for  developing  their  land,  and  then  farm  in  unfair 
competition  \<rith  the'  smaU  grower.  Later,  if  they  sell  they  can  takeiaie  ap- 
pteciated  land  value  in  capital  gains  tax,  the  legislator  s§iid. 

He  was  one  of  a  number  of  witn^^ses  lashing  out  at  syndicate  farmers  at  the  ^ 
hearing  Wednesday,      ^  >    .  ^ 

*       *.  '     ■  ♦   .        '  *  '   ,        i»  ■     '  '■  ♦ 

Attorney  William  Irwin,  representing  Delano  grower  P.  J.  Di^ich,  told  the  ' 
committee  his  client  Ibst  most  of  his  holdings  to  a  corporate  farm  interest  because 
of , improper  market  of  nis  products  by  that  company  and  because  o£  a  bank 
lending  policy.      V    "  *  > 

"In  essence,  wha/(this  sort  qt  thing)  will  lead  to  is  that  CaUfornIa  wiU  become 
a  land  o^  tenant  farmers  and.  we  will  all  "be  buying  at  -the  company  store," 
Irwin  said.  "  .  »  . 

Divizfch  recently,  won  $400,000  in*  damages  from 'the  Bank  of  America  and 
Heggebiade-Marguleas,  Ina,  now  a  part  of  Tenneco,  Inc.,  and  Irwin  said  he  - 
has  filed  antitrust  action  agitinst  them.  '  h 

7 Witnesses  included  Chester  Deavei-,  master  of  the  California  Grange,  whd  said 
bigness  alope  is  not  dtetrimetotal  but  stressed  that  .small  farmers  must'T)e  able 
t*  obtain  a  better  bargaining^osition  in  tlifejnarketplace  to  survive,  [ 

*  CAKE  OP  LAND  .  • 

Befor^'opening  the  hearing,  Stevenson  said  present  laws  do  favor  corporations^ 
-  at  the  expanse  of  the  family* farmer.*  . 
,   Furthermore,  he  saiql,  "the  corporations  don't  take  as  good  care  oi;  the  land  as  , 
the  family  farmers." 

The  hearing  today  will  move  back  to  San  Francisco,  where  Tuesday's  testimony 
included  a  requei^t  for  a  congressional  ii;tvestigation .  of  jreports  of  a  plot  to 
assassinate  f^m  labor  leader  Cesar  Chavez.         *    v  - 


if  [From  th^  Freino  Bee]  '  ,  ^ 

.     ♦  *        SisK  Ubges  Help  Fob,  Family  Fabm  •  ^ 

.        (By  Ron  Taylor)  ^. 
•  "  ' 

Rep,  jB.  F.  Sisk,  D-Fresno,  today  urged  the  U,S,  Senate  migratory  labor  sub- 
committee to  support  legislative  efforts  to  strengthen  the  family  f arm^Js  market 
bargaining  >posit ion' an4  eliminate  tax  shelt^ri  and  loopholes  now  used  b^farm 
"syndicates,"  ' 
.  Sisk  WAS. the  lead-off  witnei^s  as  the  subcommittee'moved  its  hearings  to  Fresno 
this  morning.  Chaired  by  Sen,  Adiai  E,  Stevenson  III^  D-Ill,,  the  subcommittee 
^  is  investigating- the  effects  of  conglomerate  farming  on  the  f airily  farm, 

Yesterday's , session  in  Sa^  Francisco  centered  around  what  several  witnesses 
identified  as  the  misuse  of  the  Federal  Reclamation  Act's  60*acre  limitation 
.^provisions.  '  '     %  • 

^  John  H.  jpeiming,  ^ecutfve  secretary  of  the  California  Labor  Federation, 
AFL-CIO,  told  the  subcommittee  an  estimated  900,000  excess  acres  owned  by 
large  corporaf ions  is  being  irrigated  illegally  in  Calif drnia  federal  projects,  '* 

Sociologist ^Paul  S,  Taylor,  a  student  of  rural  California  and  small  farm  com- 
munities tor  nearly  half  a  century,  declared,  "This  (160-acre  limit)  law  has  been 
under  tenacious  attack  within  each  branch  of  government , , 

In  his, statement  this morning,  Sisk  said,  "Agriculture  is  at  its  lowest  point' 
since  the  depression  of  J:he  1930s,  Pairty  in  1970  was  72  per  cent.  Farm  prices 
are  low,  crops  are  in  surplus  and  f  atm  costs  are  high, 

"The  family  farmer,  the  bedrock  of  the  farming  economy,  is  in  a  iiuge  economic 
squeeze,"  '  ^ 

,  Where  other  witnesses  Jiave  directly  attacked  large-scale,  corporate  farming, 
particularly  the  conglomeratesi  Sisk  warned  against  "highly  integrated  fanning." 
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2112        .         ^         .  * 

Sisk  urged  the  senators  to  support  legislation  to  establish  a  form  of  collective 
bargaining  fortlie  j&rmer  in  tbe  market  place  and  for  inclusion  of  farm  laljo'r 
'.under  the  existing  National  Labor  Relations  Act  \  ; 

Otber  witnesses  scheduled  for  todas^  included  Howard  Maorguleas,  vice  presi- 
dent of  Heggblade-Marguleas-Tenneco,  He  was  expected* to  counter  the  often 
pointed  attacks  cm  conglomerate  farming  made  during  yesterday's  session. 

Ar  three-man  panel  representing  the  Agribiwiness  Accountability  Project  yeji- 
*  terday  morning  set  the  tone  by.  attacking  botli  the  gfkats  like  Tenneco  and  the 
federal  and  state  government  agencies  that  have  allowed  subversion  of  law  to 
aid  the  large  co]*porate  farms*  '  o  *    "      ,  '> 

One  panel  member^  George  Ballis  of  Fresno,  poixi^ted  ta^ithe  lisi  of  laws  passed 
to  aid  the  small'famlly  flirmer  which  had*been  used  instead  by  the  large  corpo- 
o  ra^ii)ns.  Thei^  started  with  the  Homestead  Act,  the  Reclamation  Act,  the  Grop> 
subsidy  Act  and  included  the  War  on  Poverty  Act  -       .  • 

^  RAxfaOAD  FARMLAND  *    *  *" 

Another  panelist,  A«  ly^  -Krebbs,  urgeid  legislation  to  nationalize  the  nation's 
railroads  and  return  the  vast  holdings  of  railroad  farmlands 'to .  the  i)eople. 
Krebs  said,' /'Redistribution  of  public  lands  presently, In  the  han^s  of  the  rail- 
roads would  be  one  step  toward  helping  the  little  man  of  this  country." 

Most  of  ^  the  witnesses  strongly  supported  proposals  to  use  the  limitation  to 
break  up  large  land  holdings*      ,  , 

Taylor  explained  to  the  committee  the  Reclamation  Act  requires  the  farmer 
to  live  on  or  near  the'  land  and  the  intent  was  for  the  benefit  of  small  farmers. 
'*'But  passing  a  law  (in  1902)  doesn't  assure  enforcement,"  he  added. 

"On  the  West  Side  of  the  Central  Valley,  federal  constnictlon  proceeds  to 
serve  with  water  ,400,000  acres,  around  two-thirds  of  which  are  ineligible  to^^ 
receive  it ;  a  single  owner  holds  over  100,000  acres  within  the  project," 


I  From  the  Nation/ Jan.  3,  1D*72']*  -'^ 

It  is  welcome  news  that  Sen.  Adlai  Stevenson,  chairman  qf  the  subcommittee  on 
Migratory  Labor,  will  open  hearings  in  San  Francisco  on  ^January  11  (th^  sub- 
committee will  move  to  Fresno  the  following  day  and  then  back  to  the  Bay  Area). 
It  may  be  hoped  that  the  subcommittee  will  )take  a  -broad  view  of  its  mandate. 
Migratory  farm  labor  is  not  an  issue  that  stand3  by  itself,  as  the  LaFollette 
committee  fouq^  out  during  its  monumental  hearings  in  1930-40,  In  California 
and  elsewhere,  migratory  farm  labor  is  related  to  patterns  of  land  use,  ,  the 
concentration  of  ownership,  the  intrusion  of  corporate  farming  (now  read  **agri- 
biz"),*the  problems  of  small  farmers,  and  what  has  happened  to  rural  life  in 
general. 

On  the  eve  of  Senator  Stevenson's  visit,  Stanford  University  observed  the 
fiftieth  anniversary  of  its  Food  Research  Institute.  A  note  of  uncommon  good 
sense  echoed 'in  the  papers  and  discussions,  on  matterjs  ilot  at  all  unrelated  to 
,  those  whtch  will  ctyicern  the  Senator,  his  staff  and  his  colleagues.  The  best  stra- 
tegy for  developing  countries,  Ian.  D.'  Little  of  Oxford  University  told  the  con- 
ference, is  to  increase  the  demand  for  labor  in  agricultnre.  For  ftiose  countries 
to  spend  foreign  currency,  always  in  short  supply,!  on  tractors,  may  result  in 
more  profits  for  large  landowners  but  it  may  also  produce  a  sharp  displacement 
of  rural  farm  workers,  with  little  het  gain  in  agricultural  production.  The  better 
strategy  would  be  to  indiice  a  degree  of  income  equalizdtion  in  rural  areas  that 
.existing  political  structures  will  not  tolerate.  Similarly,  the  best  practica>*way  to 
cope  with  the  population  "explosion,"  so-called,  is  to  improve  the  conditions  of  ' 
rural  life.  But  people  capnot  be  kept  "down  on  the  farm,"  if  no  farm  is  willing 
to  keep  them,  .  ^ 

Nor  is  this  axiom  limited  to  developing  countries.  In  the  United  States  we 
profess  to  be  concerned  about  urban  ghettos,  traffic  congestion,  ecological  hazards 
and  population  increase;  but  it  iff  only,  on  an  average,  about  once  every 'thirty" 
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yearar  that  we  even  «o  throttgh  the  motion4  of  demonstrating  a  concern  for  the 
well  being  of  rural  residents  and  the  viability  of  rural  communities.  Senator 
Stevenson's  committee  has  a  chance,  therefolre,  to  bring  forward  some  issues  that 
stand  in  need  of  close  serutiny. 


[From  hoM  An^lw  ^Imeji,  Jta.  12;  1^1 
U.S.  VioTiMiznfG  BuAVL  FAKifliBB,  Senate  Panel  Told 

.  ■  •  1  *     •   ^  •  ^ 

(By  PhiUp  aager)  / 

/  Saic  Fbaitcisco. — ^The  family  farm  is  Just  as  efBdent  as  the  big  corporate  farm, 
a  Fresno  county  grape  grower  declared  bef<^re''a  U.S.  Senaite  subcommittee  hear- 
ing Tuesday.  ^  \        %     .  \ 

But,  said  Berge  Bulbulian,  the  smaU  faiU  is  being  vlctimixed  by  tax*  credit 
and  subttiay  poUcies  that  favor  thejlarge  lan4b<dders,        f  ^ 

"Put  the  glAnt  corporate  farms  on  the  sapie  level  we  fainlly  farms  operate  oti 
and  we  WiU  see  who  is  efficient  an^  who  is 'not,*'  said  thei4e^ear-6W  Bulbulian^ 
owner  of  A  150-acre  wine  and  raisin  grape  farm  in  Sanger,  t 

Bulbulian  testified  at  a  hearing  conducted^by  Sen.  AdlalE,  Stevenson*  III  (B- 
111.),^  chalrfpran  of  the  Senate  subcommittee  on  migratory  la1()or. 
Stevenson  is  holding  three  days  qf  hearings  in  the  stat^  ofa  patterns  and  con- 


sequences, of  agricultural  landholdings  in.  California  and 
mental  policiesl  on  f arming^  the  state's  No.  1  industry. 


ECONOMIC  DEOUNE 


the  effects  of  g6vem- 


Witness'  after  witness  testified  to  the  economic  ^^line  of  the  family  farm  in 
California.  In  1060  there  were  106,000  farms  in  th%stat4  averaging  359  acres 
each.  By  1070  there  were  only  56,000  farms,'averaging  654  icres.  According  to  the 
U.S.  Department  of  Agriculture,  in  1970  a. total  of  45  coriMjrations  controlled  61% 
of  California's  p^ime  agricultural  land.  ""j         -  i 

Btilbulian,  th4  subcommittee's  leadoff  witness,  descrlbtpd  how  his  father, 
Yghish,  now  79,  came  to  this  country  from  iAnnenia  ia  1020  and  worked  in  the 
fields  until  he  was  able  to  make  a  down^payHiient  on  a  farm.  -  > 

"Today  no  senai-literate  farm^ork^^  would  in  his  Wildest  dreams,  dream  of 
owning  A  f  arm,",said  Bulbulian.  "It's  afinost  impossible."  I 

The  belief  that  small  farms  are  Inhereiitly  inefficient  jls  a  myth,  he  added', 
noting  that  the  small  fanfler  Works  idngerf  hours  and  pays  closer  attention  to 
the  land  he  owns.  | 

"There  Is  no  way  a  large  concern  with  various  levels  ofr bureaucracy  and  man- 
aged by  absentee  owners,  can  compete  in  tenbs  of  true  efficiency,"  said  Bulbulian. 
"I,  as  a  small  farmer,  am  the  manager,  personnel  direetoif,  equipment  operator, 
maintenance  man,  boo^kkeeper,  laborer  and  welder*"  ' 

He  contended  that  the  dorporate.farms  take  advantage  of  tax  loopholes,  big 
government  subsidies,  lower  credit  costs  and  the  results  (jf  university  and  gov- 
ernmental research  designed  to  benefit  theb'— all  at  the  expen^je  of  the  small 
farmer.  ' . 

Bulbulian  is  one  of  tjie  founders  of  tlie  recently  formed  National  Coalition  For 
Land  Beform,  with  headquarters  in  San  Francisco  and  Cambridge,  Mass. 

A  number  of  witnesses,  including  John  F^enning,  executive  secretary^treas- 
urer  of  the  California  Labor  Federation,  ^FL-CIO,  advdcated  enforcement  of 
the  100-acre  limitation  on  federally  subsidlsted  water,  part  of  a  national  Recla- 
mation Act,  of  1002  aimed  towards  developing  the  family  farm. 

Henning  estimated  that,  in  California  at  pi^esent,  about  000,000  acres  are  owned 
and  receive  subildlased  water  in  excess  of  the  160-acre  limitation. 

In  response  to  questions  from  Stevenson,  Jerry  W.  Fie?der.  state  director  of 
agriculture,  opposed  enforcement  of  the  limitation.  "A  whole  economy  has  de* 
veloped  around  a  lack  of  enforcement,"  said  Fielder.  "The  160-acre  limitation 
isn't  practical  any  more.  If  reinstltuted  .  .  ,  itf^V'ould  not  suffice  to  take  care  of 
a  minimal  eeonomlc  entity."  ^ 

Fielder  also  disagreed  with  Bulbulian's  contention  thai:  young  people  today 
are  effectively  prohibited  from  buying  and  |  operating  a  farm.  "It  is  far  more 
difficult  than  It  was  In  the  past,  but  the  oppoiftunlty  is  ttferel' 


,''the  director  said^ 
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*  f^«tt';^lie  San  Prarfcitco  Cltfonicle.  Jan.  14,  1072]  ^  ' 
I         ■     /     FIbm  Watee  Law  PaoposED  '  * 

'  (By  Michael  Harris^ 

*'At  some  point  was  it  determined  at  an  administrative  level  ta  lenor^  fh-i 

demanded  Senator T^^^^^^      StevlSSon  n! 
a^ffliiet^L^^^^^^        subcommittee,  which  ended  a  th^l7 

la«t^onth°^enM  ^  decision 

rSonaTX?n's^^  Jr..  director  of  the  Bureau  of  Beclamatlon> 

nfliftl  f^t?"^^'^"'^  ^^''^'>^  ^«  upheld.  Pafford  idSSd.  the  effect  could  be 
startling^  in  the  dry  western  part  of  Presno  county  where  the  ble  Westi.n'rt. 
K'^^^^^^^^^^^  begun  recef^ng  supplies  of  Pedefafwlter'f^ 

womd  noV^he  iw^^  ^^"^^  ^"'^'y  h»^< 

S^^n^'^^-^S'^^.J^^uV^^"*'^^^  ^y®^"  ^       cent  of  Oallfomla's  farm  land. 
^^J^rl  u^l^f^        hl«  agency  had  failed  to  show  vigor  in  enforcing  the 
i.^^f  v.i  ™!^''      ^"^^  ^jS^'  ^®  declared,  the  bureau  has  secured  agr^ 
.  ments  from  farm  ovraers  to  re8^;246.0<)0  acres 
fn'25i  lolf/T""^  L^'^  acre»-or  less  than  one  per  cent  of  California's  agrlcul- 

thfnext  te7?ear?o*^^^^^  ^"^'"''^  '^^^^  "^^l^ 

.  Pj^ord's  testimony  and  statistics  appeared  tor  illustrate  Waldle's  chief  points 
We  pass  Ijwsrbut  they  just  throw  us  a  bonei"  the  Congress  complalneS:  ' 
We  got  a  $55,000  subsidy  limit  written  •into  the  law.  but  we  didn't  succeed  lil 
Changing  any^lng.  The  people  who  were  receiving  a  million  dollars  hi  subsidy 
payments  in  1070  are  still  getting  the  same  amounts?'  ""jjf    "i  auuaiuy 

•  l^^l^}^  said  the  chief  reason  the  160-acre  limtlatlOn  has  not  been  enforced 
IS  that  "only  a  f ew— yke  mo— really  believje  in  it"  .  j 

"Everyone  who  starts  out  by  saying  the  lOO-acre  limit  is  obsolete  and  has  to  be 
changed  is  really  saying  he  does  not  believe  in  the' concept  of  a  sdall  farm," 
Waldie  continued.  ,  *  |  • 

**I  personally  believe  the  small  farm  is  an  efficient  operating  unit  that  could 
compete  if  the  tax  laws  and  marketing  rules  were  fair.  But  even  If  it  weren't 
I  would  still  support  the  concept J)ecause  of  its  social  value— because  its  survival 
is  necessary  to  preserve  life  in  small  communities." 

The  three  days  of  praise  for  small  fanners  were  interrupted  with  the  testimony 
of  Delores  Huerta.  vice  president  of  the  UnU^  Farm  Workers  organizing  com- 
mittee. She  said  the  union,  led  by  Oeftar  Chaveas.  found  It  miich  easier  to  win 
contracts  from  multi-million  dollar  conglomerates  than  from  Individual  farmers. 

"Conglomerates  are  more  vulnerable  to  boycotts."  Ms.  Huerta  said.  "And 
they  generally  have  some<me  In  the  organization  who  understand«j  what  labor 
relations  are  about."   >  .  /  ^ 

She  said  the  takeover  of  the  California  wineries  by  big  companieii  with  a  wide 
range  of  Intei'ests  was  followed  by  better  pay  and  Improved  housing  for  field 
workers.  The  firms  did  not  want  to  risk  the  possibility  of  having  their  liquor, 
their  chocolatfji  and  their  other  products  madft^targets  of  a  nation-wide  consumer  /• 
boycott,  she  explained.  ^  -  ^'  j  ^  A 

"It  Is  unfortunate  that  the  smaller  non-union  growers  are  so  blinded  with  their  /r 
bigotry  and  unreasonable  attitudes  against  the  unionisation  of  rarm  workers." 
Ms.  Huerta  9ald.  ^ 
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*'We  liavi^  06  mhny  problems  in  common  and  so  many  common  interests  that 
we  should  unite  for  our  Joint  survival »  but  the  farmers  are  trying  to  fight  to 
survive  (against  the  congloiperate)  by  keeping  our  pay  low" 


[From  the  CiUforniaVarm  Bureau  MoiitMy,  J'ebruiry  10721 
.  ;  EDITORIALS 

Sknate'Labob  Si^Gouuimx  Seeks  To>,  Refoku  Fmuhtg 
(By  Allan  Grant)    ^  • 

%U,S,  Senator  Adlal  B,  Stevenson  of  lUInlos  broulrht'the  Senate  Subcommittee 
on  Migratory  Labor^  which  he  chalrSj  to  California  last  month  for  a  series  of 
hearings  in  San  Francisco  and  Fresnd,  The  purpose  of  the  hearings,  ^tevenson 
saici  at  the  opening  session*  was  to  surface  the  chaHges  taking  plac^  in  rural 
America  and  "to  find  a  national  policy  whose  effect  is  not  simply  efficiency  <»r 
progress  or  economy  of  scale,  but  a  decent  life  for  all  rural  Americans."  In  othei:^ 
words,  the  chairman  of  the  Subcommittee  of  the  Senate's  Co^unittee  on  Labor 
and  Public  Welfare,,  has  taken  It  npon  himself  and  his  Subcommittee  to  rewrite 
polic]r  for  the  nation's  fanning,  areas, 

'  The  Senator  set  the  tone  of  the  hearings  during  his  introductory  remarks 
by.  saying  that  the  natipn's  rural  areas  are  extremely  depressed,  wlth»"one  and  a 
hali  million  family  farmers  struggling  jEOr  suitfival  and  a  million  migrant  work- 
erfl  living  in  poverty/'/ He  implied  that  the  root  of  agriculture's  problems  lies  in 
tide  entry  of  ''conglomerates,"  or  non*agricultural  (iorporations,  into  farming. 
With  the  Senator  on  an  "apparent  '*wltchhunt/Mt  was  not  surprising  that  the 
.  ,  subject  matter  of  .the/hearings  thus  centered  almost  entirely  on  th«5,  evils  of  large 
.  J,  corporations  in  f  ayming.  And  it  was  not  surprising  that  the  hearings  thus  i)ecame 
ft  platform  for  advOicating  land  reform — limitation  of  individual  farm  holdings 
to  1(J0  acres,  having/  the  government  buy  up  the  "excess"  acreage  over  160  acres 
!      and  "resell"  It  to  small  farmers  on  government  secured  loans,  etc,  etc, 
f       .  Agriculture  today  indeed  has  its  problems,        certainly  nil  farmily  farmers 
wh<>  derive  their  Income  solely  from  farming  are  deeply  concerned  about  ^non- 
y      agricultural  corpomtions  using  the  advantages  of  tax  write-offs  and  land  appre- 
.   '  elation  for  entering  farming,  ^  ' 

K       The  (lelpgates  of  the  California  Farm  Bureau  Federation  at  their  last  annual 
meeting  called  ^or  the  American  Farm  Bureau  to  undertake  a  study  to  consider 
the  desirability  qiid  feasibility  of  regulating  the  entry  of  huge,  non-ai^icultural 
,    organizations  into  farming.  And  the  delegates  of  the  American  Farm  Bureau 
later  X^ndorsed  tjiis  iwlipy.  The  non-agricuWural  corporations  entering  fanning 
*  are  certainly  not  entitled  to  greater  advantages  than  afforded  family  farmers, 

'..  < 

-  lOO-ACftB  FANl^ASV 

However,  to  believe  that  the  problems  of  ali>^arraers  and  farm  Workers  can  be 
re80lved  and  the  nation's  best  interests  served  by  invoking  »  100-ncre.  limit  in 
agrlculttire  is  piire  fantasy,  * 

'  In  testimony  submitted  to  the  Senate  Subcom<ntttee  hearing  at  Fresno,  I  pointed 
ott.t  that  larger  units  need  not  be  characterized  as  the  "conglomerate"  type  of 
^  'farming  enterprise,  .operating  to  the  detriment  of  other  types  of  farmers. 
^  I^arge  and  small  scale  farmers,  farm  workers  and  rural  communities  and  con- 
sumers all  have  benefited  from  th^?>atten^  of  .development  which  California 
agrlcu^e  has  experienced  over  the  past  twenty  years,  , 
'  The  a^rage  size  farm  in  California  today  is  C54  acres.  This  Is  not  to  say  eacli 
farm  is  054  aere^rj'many^ife  smaller,  s^me  ate  larger.  However,  th^  trend  has 
been  towards  larger  faruilng  units  so  thV  farm  operator  could  afford^ the  use  of 
ftl)ecialiftts  in  the  areas  of  land,  labor,  eamtal  and  management  In  addition  to 
his^iwn  exi>ertiRe,  In  eaeh  of  these  areas,ylarger  inputs  have  become  necessary 
to  provide  an  economie  elflciene^^  that  other  businesses  have  used  for  decades. 
The  farm  workers  have  not  been  hurt  by  the  expanding  size  of  farm  units  in 
this  state.  On  the  contrary,  they  Imve  been  helped.  Because  farmers  c&n  spread 
costs'  over  greater  numbers  of  units,  California  fanners  today  pay  the  highest 
rate  of  wages  to  farm  workers  anywhere  in  the  nation.  Workers  have  benefited 
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from  fonger  earning  period  At  one  location  or  multiple  locations '\Wth  f^tlrely 
few  employer  chan^  Because  of  the  aUbUlalng  effect  the  larger  unite  hare  had, 
farm  workers  hare  become  less  migratory  In  this  state.  They  are  aWe  to  ptft 
do^n  roots,  and  efforts  are  being  made  to  help  them  upgrade  their  housing  and 
general  standard  of  living.  ,  & 

.  The  small  fanner,has  been  able  to  take  full  advantage  of  the  economic  develop- 
ments over  thecPasJI  twenty  years  to;achleTe  additional  eflldlendes  in  his  opera- 
tion. He  has  beiiented  through  the  formation  of  cooperative  marketing  and  bar- 
gaining associations.  Improved  technology  on  the  -farm,  the  development  of 
custom  farming  services,  the  stabilization  of  the  farm  labor  force,  etc. 

However,  the  primary  beneficiary  of  the  everchanglng  pattern  of  agricultural 
production  In.  this  state  and  througllout  the  country  has  been  the  consumer.  ?ro- 
^  day  s  housewife  spends  approximately  16  percent  of  her  take-home  pay  for  food. 
Just  twenty  years  ago,  she  sijent  22  percent.  ' 

Those  who  seek  to  ;;isave*the  fi^mily  farm  and  to  expand  land  ownership  In 
America  by  enforcing  the  Reclamation  Act  of  1902,"  will  harm  the  very^people 
,they  profess  to  want  to  help.  Conditions  for  family  farmers  and  farm  workers 
win  slip  backward^,  not  move  forward.  ,  •  , 


4 


HAVE  CHAirOED 


The  Reclamation  Act,  which  provides  that  no  single-ownership  fai^h  of  more 
than  160  acres  may  receive  water  from  a  Federally-financed  irrigation  project, 
was  based  on  the  earli€?Sl862,  Homestead  Act,  which  aUowed  settlers  to  daim 
and  prove  up'^ieO  acres.  In  the  nineteenth  century,  160  acres  was  accepted  as  ari^ 
-ade<i«ati»,  economic  sized  farm  un^t.  And  In  the  late  nineteenth  century,  35%  , 
of  thfi  population  was  needed  on  the  farms  to  produce  food  to  feed  the  nation. 
One  person  working  on  the  farm  supplied  enough  farm  products  for  himself  and*  ^ 
fivjp  to  six  others. 

Times' have  changed,  hqwev^r,  and  agriculture  has  changed  with  the  times. 
Todhy,  through  substituting  machinery,  modem  technology  and  capital  for 
labor,  one  person  in  farming  can  supply  himself  and  47  other  people  with  food, 
and  less  than  5%  of  the  total  population  is  on  farms.  €liis  release  of  manpower 
to  other  areas  of  the  economy  over  the  years  Is  a  bdsic  contributing  factor  to  our 
existing  high  standard  of  living.  To  revert  back  to  nineteenth  century  standards  * 
in  produdng  this  nation^  food  and  have  a'  third  of  the  people  farming  would" 
certainly  downgrade  the  country's  standard  of  living.  ,  ,  * 

•Some  sentimentalists,  others  with  little  vision  and  understanding 'of  the 
future  food  needs, /dnd  still  others  with  little  Use  fgr  the  private  enterprise  sys- 
tem, advocate  the  160-acre  limitation  and  return  to  farming  as  a  way  of  life. 
While  living  and  working  in  the  country  has  its  advantages,  I  would  venture  to 
>  Bay  that  the  nation  as  a  whole  does  not  place  milch  importance  on  farming  as  a  ' 

way  of  life.  People  are  most  interested  in  reasonably  priced  and  plentiful  food. 
,  In  this  modem  age  with  its  increased  costs,  reasonably  priced  and  ^ilentiful 
food  will  come  only  from  economically  sized  farming  units.  The  size  of  the  eco- 
nomic unit  varies  commodity  by  commodity  tnd  thus  it  is  not  possible  to  set  an 
arbitrary  figure  suitable  to  all  crops.  ♦  , 

Mexico*  a  lesser  developed  nation  than  the  United  States,  has  recognized  that 
farming  units  have  to  be  large  enough  to  be  profitable  and  competitive  in  modem 
times.  In  her  policy  covering  Federally-financed  water  projects*  she  has  set  the 
aci^eage  of  single  ov^nership  farms  whicjti  may  receive  water  far  above  the' 160- 
acre  limit  being  advocated  here.       ^  jr 

There  are  better  ways  to  correct  the  advantages  "conglpmerates"  now  findjn 
agriculture  than  tV/revert  back  to  an  1862  acreage  standard  and  thus  penalize 
farm  op^ators,  farm  workers  luid  the  consumers  of  tlils  nation. 

While  undoubtedly  the  Senator  from  Illinj^ls  is  sincere  in  seeking  ways  to  help 
^ural  America,  perhaps  he  would  be  of  gfeater  service  to  the  nation  If  he  left 
development  of  policy  for  farming  areas  to  the  Agriculture  CJommitteo  and  got 
to  work  on  the  enactment  of  equitable  farm-labor  relations  legislation. 
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C  ,J  •  [From  Co-«tJ    , ,  ^ 

SAN  FJUNcisc^ilEABirJcs— U.S.  GpvEiJhnbfT  AKD  THE  Californu  Fakm  Wokker 


;  .  •  (By  BrAct  Huoien)  ' 

J  (Second  of  two  articles'  on  the  Jttttmry  11  and,  13  hear&ijns  con- 

ducted  in  San  Francisco  by  U.S.  Sec«t«  Subcommittee  o«  Micrattiry 
Labor.— Editor)  .  «^ 

le^pllght  of  tbe  California  farm  ifvorker  ctme  in  for  a  good  deal  of  testimony 
/thebearjings.-  , 

DolovbB  lluerta,  vice  president  of  tbe.United  JP'arm  Workers  Orjganiailng  Com-^ 
mittee,  charged  that  "the  goverwnent  hidi  been  in  opposition  to  everytlilng  wet 
demand  .  .  .  Nothing  has  changed  in  mrlculture,  even  though  laws  have  been  • 
^    passed  and  children  a  re  not  sujpposed  tb  work,'' 
if  \      Xeverthele«8.  the  UF.WOC  leader  saidr4i>i  u^fon  has  brought  about  substantial 
\  ijoiprovemetits  in  the  wagps  and  living  eoxwltionii  of  the  10  pt»rdent  of  California 
,  V  farm  workers  who  belong  to  it.  Unionized  farm  workers,  she  said,  have  a  guaran- 
teed minimum  wage  of  $1.90  to  $2.40  an  hour,  while  non-union  farm  workers  earn' 
only  about  $1.50  an  hour,  and  as'llttle  an  90  to  00  cents  an  hour  when  they  work 
on  a  piece-rate  baais.  ^ 

John  ilenning,  secretary-treasurer  of  the  California  Labor  Federation  (AFIr- 
CIO),  noted  that  the  averagfe  industrial  worker'jjf  wage  In  California  is  more 
than  $1  an  hour.  *  o 

^  The  main  ca^se  of  Idw  wages  and  the  palnataking  imlonlzatlon  process  of 
,    *  California's  farm  workers  Is  "agriculture's  luccess  In  obtaining  a  continuous, 
supply  of  cheap,  abundant,  often  Illegal  foi*Ign  labor,'*  according  to  the  state- 
ment California  Kural  Legal  Assistance  attorney  Sheldon  Greene  submitted  to 

*  4tjie  subcommittee. 
**In  1970,/'  according  to  Greene,  "Immlgrati<«n  lb  Naturalizatfon  Service  agents 

Identified  113,000  illegal  entrants  in  Calif umCa  alone." 

Ilepresehtatives  of  the  Campesina  cm)i>enitlve,  located  near  Watsonvllle  and 
composed  of  former  farm  workers,  explainwl  how.  they  set  up  what  may  be  the 
only  way  for  the  farm  worker  to  own  the  land  fie  tills.  Through  a  variety  of 
grants  the  31  members  who  now  own  the  co-op  received  sufllcient  funding  to 
acauire  IGO  acres  of  land.  This,  year,  a  Campesina  representative  said,  the  coop* 
erative  expects  to  net  $250,1)00  to  $400,000. 

Campesina  counsel  David  Klrkpatrlck  nmdH  clciar,  however,  that  if  die  .Cam- 
pesina experiment  is  to  be  dui)licated  el»ewhtr»,  funding  will  have  to  be  made 
^noro  easily  available.  \ 

'    <ireater  availability  of  eredit  is  in  fact  tht*  one?  thing  that  could  most  revital-* 
'  ize  rural  America,  according  t<)  James  I^owery,  pifoject  direetor  for  the^'enter 
for  New  X'orporate  Priorities,  Los  AngelOH.  '  ' . 

Bank  «f  America  vice  prenldent  Kol>ert  U^m  testified,  however  thaf  smnU 

•  faruiei'ti  are  having  an  increasingly  dlflioult  time  In  meeting  eredit  rpqulreihenfs. 
rn^Huamhiy  this  means  that  lens  credit  will     available  in  the  future.  V 

Seiintor  sStevenson  concluded  the  hOuringM  liyt^j^elatlng  the  request  a  mrm 
W4)rker  made  to  him  during  Ihc  subconuuitti»e>  hearing  in  Fresno  January  12. 
.  "itease  make  it  iKxsslble  for  my  iK>opli»  to  br  fannc'i-s  on  our  own  land,  and 
.cat^  f<»r  it  witli  their  i>wn  hands  and  love/'  SttMrenHon  quoted  the  worker  as  say- 
ing. Stevenson  continued,  "lie  and  other#»  deiier\e  that  chance- I  think  it's  "up 
to  Congress  to  find  a  way  4nd  make  it  possibltO' 

■     J  4 

[From  tho  San  Francisco  Chronical,  Jan.  12^  1072J 
S.  F.  Hearing  on  Failing  Farms— A  Tough  llow/ro  Hoe 
,  '    '      (By  Michael  Hiirri*)  * 

Senator  Adlai  B.  Stevenson  "III  said  yesterdny  that  federal  subsidies  to  muUl- 
miUioti-dollar  farminr  corporations  may  Iwh  dfwming  family  farmji  to  bank* 
ruptcy  and  sending  rur\l  \Vorkers  onto  elty  wf»lf»re  rolls. 
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The  nunolfl  Democrat,  conducting  three  daj«  of  hearing  in  Northern  Call-'? 
tflomla  as  chairman  of  the  Senate  Subcommittee  on  Ml^rratory  Labor,  heard  hla 
rears  echoed  by  a  oerlea  of  witne«iiea  who  testified  In  the  Federal  BuUdlngr  here. 
Among  tiie  dftveloPmenta  In  agriculture  listed  in  the  day's  hearings  were  thei^^ 

•  More  than  half  of  California's  11.8  million  acres  of  farmland  are  in  <*rporate 
ownership— a  million jpf  them  controlled  by  Tenneco,  a  nationwide  conguJhierate. 

•  It  Is  becoming  Increasingly  dlfllcult,  according  to  a  senior  Bank  of  America 
official,  to  flnd  economic  Justification  for  loanir  to  Caufomla  peach  #nd  prone 
If.owers.      ,  ^ 

•  The  Corporate  farm,  whlsii  had  been  regarded  as  a  California  phenomenon, 
now  Is  bursting  Into  similar  growth  In  such  places  as  Maine,  Florida  and  eren 
the  Midwest.  ^  . 

*po  farm  subsidies,  tax  breaks,  wage  laws,  land  reclamation  projects  and  agri- 
cultural research  work  to  the  special  advantage  of  the  biggest  and  richest  farm- 
ers?" Stevenson  Inquired,    'r  /  ) 

that  Is  the  sum  total  of  United  States  farm  policy,  we  must  fae</the  fact 
that  we  are  not  helping  farmers— we  are  subsldixing  Slmon^gree."  v 

CHAITOES 

,   The  witnesses  did  not  all  appear  to  be  as  troubled  as  Stevenson,  but  all  agreed 
changes  In  Federal  law  wcr^eccssary.  •      .  • 

v^'Jerry  W.  Fielder,  director  of  agriculture  In  Governor  Ronald  Rcagan^a  ad- 
tmlnlstration.  said  he,  too,  fears  that  small  farmers  coUld  not  Compete  dfcctively. 

"It  Is  not  so  much  a  matter  of  sixe  but  of  tax  advantages,"  Fielder  Ji^rTed. 
Wo  look  with  concern  on  tfte  ability  of  some  farm  organizations  to  get  tax  ad- 
vantages that  small  farmers  cannot." 

George  Ballls,  a  Fresno  farm  Joumiilist,  said  agricultural  programs  from  the 
10th  century  (lays  of  the  Homestead  Act  have  been  designed  to  encourage  family 
sized  farms  and"  have  Instead  opened  the  way  for  Investors  to  make  millions  In 
agriculture.  ' 

"The  prqWem  Is  that  rcf orm&  dtfn't  work,"  Ballls  continued.  "The  crop  subsidy 
was  supposed  to  keep  small  farmers  on  the  land,  but  It  has  been  used  for  the  last 
80  years  to  drive  him  off.** 

Paul  Taylor,  professor  emeritus  of  economics  at  the  University  of  California 
at  Berkeley,  testified  he  was  waiting  skeptically  to  see  whether  the  United 
States  Department  pf  Agriculture  will  maintain  the  crop  subsidy  limits  ordered 
last  year  by  Congress.  , 

After-  learmlng  that  Individual  corporate  growers  had  been  paid  as  much  as  |5* 
million  a  year  In  subsidies  by  the  government.  Congress  ordered  a  $55,000  celling 
on  Individual  crop  payments. 

"It  remains  to  be  seen  if  this  will  be  observed  any  more  than  the  lOO-acre  limit 
In  federal  water  projects,"  Taylor  said.  >     .  ■ 

Kobort  W.  I^ng,  Aonlor  vice  president  of  Bank  of  America,  said  ho  favors 
.  Federal  loan  guarantees  and  other  financial  aid  to  stnall  farmers. 

COST 

"The  actual  cost  of  loans  to  farmers  Is  lower  now  than  for  our  corporate  bor- 
rowers." Long  said.  "What  I  am  concerned  about  Is  tjielr  present  earnings— 
their  ability  to  repay  at  any  level.  The  returns /or  the  sale  of  peaches  nnd  prunes 
are  below  most  growers*  cost  of  production."    '         '  ^ 

Harry  Miller,  a  San  Francisco  lawyer,  associated  with  consumer  advocate 
Ralph  Nader,  protested  the  tax  laws  permit  conglomerates  to  operate  farms  at  a 
Xonk  and  still  make  money  In  the  long  ruui 

"Of  the  corporate  ownerships  of  California  farmland,  over  half  are  companies, 
whose  major  business  Is  In  other  fields."  Miller  said. 

If  the  farm  opcsatlons  lose  money,  he  continued,  the  losses  can  help  reduce 
taxes  <m  the  rest  of  the  business. 

"They  cSfen't  really  Interested  in  agriculture/*  AHUer  J[aid.  "They*re  holding 
the  land  for  speculative  purposes  and  sooner  or  later,  wbfn  its  value  goes  up, 
they  can  sell  It  atyl  reap  their  profit  and  only  be  taxed  for  cagltfll^In.** 

John  F.  Henning,  Executive  secretary-treasurer  of  the  California  Federation 
of  r>abor,  urged  enforcement  of  the  160-acro  limitation,  tecognltlon  of  fatm 
workers*  right  to  organize  and  etxenslon  of  social  and  educational  benefits  to 
farm  workers*  families. 
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«  CUf><,  y.  5.  DISTRICT  COUn 


IN  5KE  UNITED  STATES  DIC7HICT  COURT. 
FOR  ttlE  SOUTHERN  DISTRICT  OP  CAWFORKIA 


,   BEN  mtEK,,  et  al., 


Plaintiffs, 


# 


CIVIL  No* 


WAIfl?ER  J.  HIOKEL,  ^ 
Individually  and  aj5  w 
secretary  of  tSic  Interior, 

Defendants, 
W.  J**  JACOBS,  et  al., 
JCntorvonlni;  Lnndownerc . 


FINDINGS  OF  FACT 
and 

CONCUJSTOMS  OVJM 


\         Thlo/cauco  car.o  on  rceularly  for,  trial  before  the  court, 
filttinc  T;lthout  a  Jury,- on  April  2<>  and  April  20,  1972;    the  plain- 
tiffs were  rcproGcntod  by  Arthur  Er'un::anser,  Ecq.;.  the  defendants 
were  reprocentcd  by  V?llllani  ru  Klein,  Enq*,  and  IJougl^^s  N.  Kin?:, 
Esq,,  of  the  DoptiHnont  of  Juatlco,  end  the  Intcrvenlnc  latidoi;ner5 
Hero  roproconted  by  Charlea  \t.  Bender,  Ecq*,  Patrick  Lynch,  Esq., 
and  Jatr^36^elna,  Ecq»;  thereupon  oval  ctM  docur.entary  evidence  vas 
Introduced  by  and  on  behalf  of  each  of  the  parties,  and  zt  the 
close  of  all  of  the  evidence  the  parClcs  roctod  and  thereafter, 
Hjfthln  the  time  cranted  by  the  court,  cjich  of  the  partico  filed 
their  brlcfa  and  proponed  Pindlnco  of  Pa^;t  and  epnclui^lonc;  of  Lau, 
end  tho  cause  v/an  then  sulriittcd  to  the  court,  for  Its  Qoiicliltjvcilim 
and  dcciclon,  and  the  aPI»t  havlna  conr.5derea  all  of  the  ovldunco 
and  tentlr.ony  ckclttcA  ut  th'-^  trla**       tfhu  cat'/e  and  the  brief  , 
of  councel,,and  bo5n:;^l!y  ^Mvlsce.      Uw  p*\^irc5,  nou  u:±*--- 
crdorc  filed' Ita  lhJitiG,<  au'.  ^c^Mnl^^-.tj  of  lav  .  ' 
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:^iNDINGS  or  PACT 


nuintlf f r  iiro  a  doctor,  an  ccrlcuV;urii  labor  6oi|ti»ac- 
tor  and  121  aerlcultural  laborer*  Who  reside  In  Imperial  Va].ley» 
Calif ornla^  within  the  boundaries  of  imperial  Irrigation  Dlrtrict 
In  thd  nelshborhood  Of  land  bring  IrrlcAted  by  water,  from  the  All- 
Aalrlcan  Canal  and  helS"ln  private  ownership  by  non-residents. 
Host  of  the  plaintiffs  are  fatal  workers  who  arelso  emjxloycd  vithln 
tho  .boundaries  of  Imperial  Irrigation  District  and  none  of  the 
plaintiffs  presently  Qwn  farm  land  anywhere  in  the  United  States, 
^  but  they  desire  to  pig|||j||se  land  for  farms  within  Imperial  priga- 
tlbri  District,  Includln^j  the  lands  of  non-reildtnts  which  linds 
arc  receiving  Boulder  Canyon  Project  water  and  which  lands  plain- 
tiffs cannot  afford  to.  purchase  under  present  market  prices,  and 
ownership*  j 

-     ■'  11  ■  ^    I  ■    -  • 

Tut,  i^crdOAA  wba  cdCUpitd  tkt  i>o%jAi(M  OC  Socri5uary  vX 
the  Interior  of  the  United  States  and  lawer  level  officials  of  the 
Department  of  the  Interior  at  the  date,  of  the  cormencencnt  pf  this 
action  have  been  substituted  ^s  defendants  in  the  capacities 
indicated  with  the  .followlnB  statutory  duties*    Deftfndant  Rogers 
"c.  D*  Morton  ic  Secretary  of  the  Interior  of  the  United  States  and 
io  charged  i;lth  the  duty  of  carryings  out  the  operative  provisions 
of  the  Reclamation  Act  of  June  17.  1902,  and  all  acts  mandatory 
ami  aiipplcmcntary  thereto  by  treason  of  Section  10  o^  tht  Acjt  of 
June  17,  1902  (^13  U.S.C.  $373)V    Defendant  Ellis  £.  Armstrong  Is  . 
CoiMlDSloncr  of  Reclamation  of  the  United  States  and  H  /Charged 
with  the  dutj?  of  adminiotcx^ing  the  Reclamation  Act  undei^  the  super- 
vlc^lon  and  dls^eetion  of  defendant  Horton  pursuant^o  U.3»C. 
ir{2'^.    DefcnJ.'int  Edt;Grd  A»  Lundborg  is  Regional  Director  Of  the 
£toujts  of  Iicc1.i?tiiatipn  Of  the  United  States  ror  Region  5  and  la  in  ^ 
(ih  Jr.^  of  resit, intlon  projects  within  the  terrltox^lalNjurisdlctlon 
of  thij  court. 
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IntcrvcnlnB  as  defendants  are  W.  L.  Jacobs,  Kathryn 
yarquhar,  Dixie  Kerron,  Prank*  Hertzbor'g,  Alice  B.  Mamer,  Theodore 
.  A.  .^tomer,  Kathfyn  KcBumey  and  William  E.  Young,  Sr.  /  who  are' all  ■ 
non-resl<|6nts  and  owners  of  Irrlcable  land  .located  within  Imperial 
Irrigation  District.    Intervention  was  allowed  under  Rules  2k  and 
19  of  the  PiijR.C.P.  on  the  basis  of  the  petitioners'  allegations 
that  their  Interests  In  the  delivery  of  water  to  the  Imperial 
Valley  will  not  adequately  be  represented  by  the  Department  of 
Interior*  *  -      *  .      '  .  '  • 

QeoloKlcal  Conditions  and  Back^'^round  of  Rcclaxatlon 

,  IV 

In  comparatively  recent  geologic  time,  the  Oulf  of  Mexico 
extended  inland  to  the  northwest.    Its  upper  limits  reached  north- 
ward of  Indlo,  California.    Through  the  years,  the  he^ivily  silt-  - 
laden  Colorado  River  dcpooited  sedimentis  and  built  up  u  low,  flat 
d^jltalc  ilJgc  cntlroljr  doi  wDo  the  ancient  gun ,  cutting  of f  *thc 
upper  portion  from  its  connection  \:±th  the  ocean.    The  resulting 
.  basin  v:as  tljen  an  inland  aea  with  a  surface  area  of  nearly  0,000 
square  piles.    The  greatoct  depth  o£  this  sea  was  about  350  feet!. 
Deprived  of  its  connection  with  tho  Gulf  of  California,  the  sea 
dried  up.    The  northern  part  of  its  bed  Is  now  known  as  the 
Coachclla  Valley,  and  the  Douthorn  part,  the  Imperial  Valley,  A 
portion  of  this  bed  dlvidlnc  the  Coachclla  and  Imperial  Valleys 
i»  known  as  the  Salton  Eaain.    The  Imperial  Irrigation  Distt^ict 

consiata,  generally,  of  lando       the  Imperial  Valley.   .^_„ 

'  .  V  ^     •  . 

In  its  natural  co^.dltionc,  the  entire  Imperial  Valley 
region  Kas  an  unproductive  doaort.    The. annual  rainfall  averages 
2  to  3  inches;    The  Colorado  River  and  tho  Colorado  River  Delta 
east  and  south  of  the  Imperial  Valley  arc  slightly  above  sea  level. 
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Prom  the  dtlta,  the  land  tlojies  gradually  north  and  west  toward  the 
oenter  of  Xnperlal  Valley,  which  is  alnost  entirely  beneath  sea  - 
level.    During  occasional  flooding  of  the  Colorado  Klver/  the  over- 
flow waters  would  flow  down  the  slopes  of  the  delta  northward  l^to 
the  bottoa  of  the  valley  and  the  Salton  Bamln..  Such  overf  1^  l*st  . 
occurred  in  1905-19.07.    When  autfh  floods  occurred,  the  flood  waters, 
would  concentrate  mox'e  or  less  in  depressions  and  channels  leading 
tvom  the  delta,  region  into  what  is  now  known  as  the  Salton  Sea. 
*  These  channels ,or  depressions  f orned  natural  canals  for  diversion 
of  the  Colorado  River's  waters  Into  Imperial  Valley, 

.    '  ,  VI  '  .  . 

Pue  to  the  sub-level  topography  of  the  Imperial  Valley, 
it  was  recognized  as  early  as  the  middle  of  the  l9th  century  that 
irrigation  by  «eans  of  diversion  and  gravity  flow  from  the  Colorado 
Biver  was  feasible.    In  I896,  the  California  Deyelopment  Company^., 
a  privately  oimcd  corporation;  «aa  org&nizcu  uuicr  the  litws  of  Kew 
Jersey  for  the  purpose  of  diverting  v?ater  from  tKe  river  to  irrl- . 
•gate  arid  lands  in  Imperial  Valley  *nd  the  Republic  of  Mexico,  It 
was  considered  necessary  at. that  tlcie,  in  order  to  irrigate  lands  « 
In  Imperial  Valley,  to  divert  Colorfcdoi^^R^vcr  v/ater  via  the  bed  of 
*an  ancient  overflow  channel  known  as  the  Altmo  Riyer  through  Mexico ^» 
and  then  back  in  a  northerly  direction  into  the  XJnited  States. 

yii 

Upon  Ji.  finding  by  the  California  Development  Company  that 

•  /•  ■ 

it  could  not,  without^ special  permission,  purchase  the  arid  lands 
it  intended  to  lri»igate  in  the  Republic  of  Mexico,  it  organited  a 
Mexican  company  In  I898  named*  li  Soeiedad  de  Yrrigacion  y  Terrenos 
dfr  li^Uajk  C»li^o^n^*-    ^«  •^ock  of  tht  Mexican  compahy  v?as  wholly 
owned  by  thVc^li^oi^ia  Deyclopnent  Cotepany.    In  1900,  the  Mexican 
company  hcld,jtitle  to  approximately  100,000  acres  of  land  situated 
in  Baja.  Califo"rnia.  "  "™ 


®  J 

ERIC  t 


505 


2123 


WateJ?  was  flrot 'diverted  from  the  river  ,throuch  lldfnXon'Q 
Heading^  a  tcjr.porary  dlverslpn-^polnt  'located  ft' few  hundred  feet 
north  Of  the  Mcxiean  l?orde.r,  into  Iispbrial  Valley  ih  July  1901>i'a 
Alarso  CanaX,  which  followed  the  bed  of^o  Alatno  River. 

, ,         ♦  Hanlon » o  Koadlnc,  "^he  flrct  Intake  cut  by  the  California 
.  Developr^ont  ►Company,  became  clogsed  with  siXt  by  I903.    In  or  about 
X903,  the  Mexican  ccnpany  wan  chanted  a  conqecsion  by  the^  HepubXic* 
/Of  Mexico  v;hloh  pcrnittcd  it  to' divert  water  from  the  Colorado-. 
River  in  Mexico.  ^j^pd.deXiver"  h      of  that  water  at  an  inland  point 
on  the  intcrnatianal;border  for  uoc  in  imperial  Valley,    Ceeorld  ^  "  . 
and  third  hcadlnco,  oltuated  oouth.  of  the  border,  wore  built  In 
1^0^.    The  Alamo  C3nal,.froni  ito  point  of  reentry  into  the  Urfltcd 
Statea,  ao  v;ell  ao  the  lateral  canaXo  throuch  which  v^ater 'diverted 
from  the  river  wao  ultlniatoly  diotributed  to  land  in  the  ImpericX 
Valley,  wore,  owned  by  d even  rnutukx  water  eompanlea  ;7liieh  v;orc 
orcaniscd  by  the  California  Devclopr.qnt  Company.    !J?ho  stock 
of  the  mutual  v;ator  cbrapanioo  \:ao  acquired  by  the  individual  Icml" 
ounero  t^o  whooo  land  tji'o  v;ater  v;ao  supplied. 

.  .    t :  .  X 

By  1903,  throuch  the  distributive  faoiiltloo  constructed 
by  tho^  local  mutual  water  conpanieo,^  ftpproxlnately  25,O0Q  acrcc  of 
V|pllby  Xando  wore  ill  irrigated  cultivation,  all  ao  a  rooult  of 
diverniono  from  the  Golomdo  Kivcr.    By  the  folXowins  winter,  the 
irricat'cd  acroaco  was  Inerca^se'd  to  100,000,  nainXy  in  grain.  Some 
X8X,191  wore. irrigated  by  19X0,  308,009  acres  in  X9Xd,  and  ^XdJm^  ^ 
in  X919.      Durlhs  the  surjaor  of  190^;,  bonio  water  userc  of  Itiperial' 
VaXXey  requeotpd  the  HccXanation  Service  to  con^jldcr  the  pttrchase  - 
of  the  wor:?f>  of  California  DoVolopr^iGnt  Cor.pany.    For  variouc  roaoonn 
the  rcqucot  wao  denied.  ^ 
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V         " :  In  the  Pall  of  190A ^  th^  California  DeveiopinVnt  Coinpany^s 

lieaaing  in  Mexico  began  to  wash  outv    In  i505>  the  Coip^*aeio  B'iver 
'  scoxired  the  Mexican  cut  to  river  dinien9ion»i  an<J  in  Noveclber  of  ' 
that  year  completely  ^changed  its  course,  *  sending  a  flood  of  water    -  * 
thiCQUgh  the  Alamo  Canal  aftd  over  t^ie  broad  flat  area  of  th«^;  Iniperial 

,   -     •  ^'  ; 

Yaliey.v  As  a  consequence,  for  many  iconths  the  entire  flott  of  the 
pivez:  passed  through  the  Hashe(J-out  heading^  thi'oiigh  the  Alamo  '  , 
V-    Can?tl  and  intio  imperial"  Valley,  creating  Sal  ton"  Sea  with  a'sux'face 
area  of  330,000  acres^  and  threatening  the  entire  valley  with  #es- 
j^^/iruHion^    The  surface  of  the  Sa  It  on  Sea, 'formerly  nearly  4ry  at  an 
eleval^oft  of  273  feet  belovr  sea  level,  was  raised  to  19^  feet  below 
aea  l^el.  -  The  efforts  of  the  California  Development  Company  to  ^ 

/close  the  breach  were  unsuecessf ul.    The  Southern  Pacific^  Company »s 
tt'acics "^being  endangered,  the  Southern  Pa<iific  Company  advanced  funds 
to  the  Calil*ornia  Development  Company  to  control  the  river  and  took 
.controlling  Interest  therein  as  security.    By  utilising  its  own  re-  . 
.    sburceus^the  Southern  Pacific  Company  closed  the  breach  in  the  West 
HWnkN>f  the  river  and  returned  the  river  to  its  c^iannel.  V' 

'    .      BfiperiaJ  Irrigation  District  was>5l^ani2ed  oif  July  2^ 
,    1911,  under  the  laws  of  the 'State  of  California*  . 

•  XIII  '      .        '     •  ^ 

•       In  June  19l6>  the  interests  of  the  California  Development 
Company,  which  had.been  foreclosed  by 'the  Southern  Pacific -Comply ' 
"    .earlier  that  year,  passed  to  Imperial  Irrigation  District, 

.  .  .  .  ■  /  ^  '  \  '  •       -  '  "  ■ 

>  On  February  l6,  l$l8,  ,va  contract  was  executed  between  the 

JUnited  States  and  the  Imperial  Irrig^etion  District -calling  for  coop- 
*erative  investigation,  surveys,  and  cost  estimates  relevant  to  a  *' 
-  District  proposal  for  the  construction  of  an  AlVAmerican  canal  to  * 
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connect  the  arid  l&nd:s  In  Imperial  Vallfiy  iilth  I.aguna  Dam*    A  sub- 
sequent  contract  between  the'  same  parties,  dated,  pctober^.  23,  1918* 
provided  for  the  District  to' Include  the  diata  gathered 'under  the 
contract  of  February  16^  with  jother  data  which  It  would 

collect  ^relating  to  a' ^nnectlon  with  Lagiina  Dam.^  The  contract  of 
'October  23,  1918,  was  terminated  by' the  contract  of  December  1, 
19321,  between  the  United  States  And  the  District,  except  for  the 
District *s  obllgatlda  thereunder  to  make  payments  to  the  United  | 
States  for  the  right  to  Use  Laguna  Dam/  .In  X909,  th©  BeclaroatlJn  , 
Service  constructed  taguna  Dam  on  the  Colorado  .Blver,  about  10  miles 
north  of  Yuma,  Arizona,  ai  a  diversion  structure  for  the  South  Yjima 
Reclamation  Project* 

On  IToverab.er  2^,  X922,  the  Colorado  River  Compact  was 
signed  by  commissioners  representing  the  States  of  Arizona*  Call-- 
fornia,  Colorado,  Nevada,,  ^ew  Mexico,  Utah  and  Wyoming.    It  became 

effective  June  25,  1929.  /        Ijt        •  . 

,XVI  ^    .   .  '\ 

. .  In  a922*-1923  the  District  acquired  all  of  the  mutual , 
water  companies  that  had  heen  organized  by  California  Development  . 
Company.    Since  that  time  arid  until  the  present^  the  District  has 
performedOthe  entire  function  of  distributing  the  water  supply  to 
farm  holdings  in  Imperial  Valley.  ,  .  ' 

•  ^  'XVII  '  •         '    "  ' 

Pursuant  to  the  Act'  of  December  21-,  X928,  ^3  U.S.C.  S6l7, 
commonly  knovm  as  the  "Boulder  Canyon  Project  Act">  the  Secretary 
of  the  Interior  was  authorized  to  construct,  operate  and  ffialntaln 
a  dam  and  incidental  Works  In  the  maini^tream^^f  the  Colorado  River 
at  Black  Canyon  or  Boulder  Canyon,  a  diversi^  d>m  known  as  the 
Imperial  Daitv  and' a  canal  ahd  apjjurtenant  structures  connecting 
Imperial  Dam  with  the  Imperial  and  .CoacheXla  Yalieys,  known  as  the 
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_All-Ame.rlcan  Canal.  -Th^  Bouldqr  Canyon.  Projeot  Act  J)ocame  .eff ectlye 
June  25j  1929,  by  Pre sidentia\  Proclamation  "( 'J 6.$ tat*  3000,  1929*).  : 
.         ^  .  XVIII  ^  '  . 

At. the  time  the  Project  Act  took  effect  on  June  25,  1929, 
the  imperial  Irrigation  District  had  a  distrit)ution  system  cotjprls- 
Ing  612,658  adres,  vmich  distribution  system  v?as  wholly  financed,  . 
constructed,  maintained  and  operated^by  local  means.    The  distribu- 
tion system  network  then,  as  of  June  25,  1929,  comprised  approxi**, 
mately  1,700  miles  of  main  and  lateral  canals,  providing  for  the 
Irrigation  by  waters  diverted  by  it  from  the  Colorado  River  of 
approximately  ^2^1,000  privately  owned  acres,  computed  on  a  single 
c3?of ting  basis.    All  of  said  acreage  was,  as,  of  June  25,  1929,  being 
irrigated  by  and  with  Colorado  Biver  vrater.      "  . 

'XIX  •     '        -  ^ 

On  December  1,  1932,  the 'United  States. and  the  District, 

-  -■  '  "  . 

acting  pursuant  to  the  Project  Act  ent'^t^pri  into  a  <lont"ract.    ^The  ' 

1932  contract  with. Imperial  Irrigation  District  provided  for  con- 
struction of  a  main  eanal.  connecting  Imperial  and  Coachella  VallTsys, 
but  because  of  conflicts  not  material  to  this  pase,  Coachella  Valley 
landholders  were  not  included  in  Imjjerial  Irrigation  District,  but 
formed  a  separate  district,  the  Coachella  Valley  County  Water  bis-  ' 
strict,  which  executed 'a  similar,  though  Independent,  contract  with 
the  United  States,  dated  October  15,  193^^  calling  for  construction 
of  water  delivery  structures  and  tfelivery  of  water  to  lands  in  , 
Coachella  Valley.  _  '     '   .  . 

•     ,      ■  XX 
r'qllowing  execution  of  the  Ail-American  Canal  Contract, 
an  in  rem  action,  under  the  caption  DuBois  v.  All  Persohs,  v/as-^om- 
menced*in  the  Superior  Court  of  the  State  of  California  for  the 
County  of  Imperial  for  a  confirmation  of  the  proceedings  on  the 
part  Of  the  District  for  the  authorisation  of  the  execution  of  the 
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in  the  District^ 


contract*    At  or  about  the  same  tlme^i  a  landowner 
Chirleji  Halan,  file dian  action  in  the  same  pourt'Veiilnat -the  Dif- 
trlct  and  Its^directo^^s  to  enjoin  thel  expenditure!  of  any'iooney  In 
^furtherance  of  said  contract.    Malan  also  filed  an  answer  in 
confirmation  action  initiated  by  the,  jbistrlct  •    In  both  pleadings^ 
Malan  alleged  the  invalidity  of  the^  Aill-Amerlcan  Canal  Contract, 
In  part,  because  of  his  contention  that  Section  5  of  the  Recaana- 
tion  Act  of  1902  would  apply  under  the  Contract  and  woiild  deprive 
'hik  of  his  water  rights,  without  coiap|ensatlon,  for  all  his  lands 
In  excess  of  I60  acres.  I  '  ' 


.  XXI 
The  Kalan  action  was  consolidated  with  the  District's  In 
rem  confimation  action.    Evan  T.  Hewes,  new  President  of  the  Dis- 
trict was  substituted  in  place  of  Johjn  DuBois,  so  that  the  caption 
of  <"h*  cpnsolidafrftd  action  becaae  Hewes  v*  All  Persons.    On  July  1, 
1933,  Judgment  was  entered  in  the  Hewes  case  conffrraing  the  execu- 


tion of  the  Contract.    In  its  o|finion|,  the  court  held  that  "section 
^  of  the -Reclamation  Law  does  not  apptly".    An  appbal  was  taken  and 
'thereafter  dismissed,  and  on  February  26,  193^'*,  sjiid  Judgment  becane 

f in?ii .  .     j     '   ■  r 

XXII' I  ' 
.  '  Pursuant  to  the  Project  Actj,  the  government  constructed  - 
Hoover  Dam  at  Blactc  Canyon «  and  incidental 'wor)cs,|  completing  the 
construction  of  said  dam,  io  1935  •    OiJ  February  X,  1935,  the  Secretary 
"^legan  storing  water  In  Lake  Head,  thd  reservoir  created  by  Ifoovex* 
Dam,  and  since  that  date  has  continuojusly  operate;!  and  maintained 
,  Hoover  Dam  for  the  purposes  specified:  in  the  Project  Act*' 

'  xxiix  j 

^sWifter  the  Project  Acl^  was  ejnacted  and  became  effective, 
construction  of  Hoover  Dam  was  initlt|tea  on  September  17,  1930,  and 
water*  was  first  impounded  on  February  1,  1935*    T^i'e  first  po*.:cr  was 
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eenoratcd  on  September  11,  193^.    Hoover  Dam  is  the  principal  atrue- 
ture  of  tht  l*ower  t$L»in  walnstream  dcvelcpwent;  *lmp^5undlns  the 
water*  of  the  Colorado  River  to  form- take  Mead,  It  la  iltuated  In 
Black  Canyon  on  the  main  ehannel  of  the  Colorado  Klver  330  wiles 
above  ;the  upper  Mexican  border*    This  Is  the  world's  highest  dan, 
a  c^onerete  areh^  gravity-type  structure  havlnc  a  iJalfiht  of  JZCA 
feet  and  a  hydraulic  height  of  575^8  feet.    Total  original,  unsllted 
storage  capacity  of  lAke  Mead  was  32,359,000  acre  feet.    At  eleva- 
tion 1229 >  the  naxltnum  surface  airea  Is  162,700  acres.    The  present 
usable  capacity  is  epproxiaately  27,200,000  acre  feet. 

V  '   '  XXIV  • 

Pursuant  to  Its  1932.  contract  with  the  District,  the  tTnited 
States  constructed  Imperial  Dam  and  the  All-Amerlclin  Canal,  cor-T.enc- 
Ing  construction  in  August  193^*    In  19^0,  the  United  States,  while 
retaining  the  care,  operation  and  r.aintcnancc  of  these  racilities, 
comoenced  delivering  and  diverting  stored  river  water'^afe  Imperial 
Dara^and  carrying  ^uch  v;atcr  through  tho.  AllrAmeriean  Canal  for  use 
within  the  District.    Also  pursuant  to  the  contract,  the  Secretary 
tr^nsfcrr.ed  to  tho  District,  on  March  1,  19^|,  the  care,  operation 
and  jaalntenance  of  the  oialn  branch  of  the  Ali-Amcriean  Canal  west 
of  Engineer  Station  IO98*         '  .  | 

Since  19I2,  tho  District's  entire  v/ater  supply  from  the, 
river  haa  been  released' frbm  storage  in  take  Mead,  diverted  at  ' 
Imperial  Dam,  and  carried  through  the  All-Amo;7lcan  Canal,    Title  to 
the  Imperial  Datn  and  the  Al^-Amcrican  Canal,  as  well  as. to  Hoover 
.Dam,  is  ir\  the  United  St^tesl  *'  ♦ 

•      'On  March  J|,  1952,  tW.  contract  hetv/ccn  the  United  Stateo 
and  th&  District  was  amended  1^  a'  supplemental  contract.    On  Zlay  1, 
1952,  tho.  Secretary  transf45rred  to  tho  District  the  care ,  operation 
and  maintenance  of  the  v/orks  ci^ViU  oi*  Engincor  Station  1908* 


o       '  il  ■ 
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xxvii     ,  '   /  . 

Tht  All-AKcricAn  ctnAl  Systpm, provided  for  In  the 
contract  pf  Pecciaber  1,  1932^  wai  decinrtd  ^ompltted  by  the  Co^itract  ' 
or  March  4}  1952>  between  the  United  State?  and  the  District.  Ht- 
payment  of  construction  charcea  copeaenced  on  March  !»  1955 »  The 
Distri6t*s  financial  obligation  was  fixed  at  apprDXimattly>i^5»000«0j00  re<- 
payable  in  forty  annual  installments^  without  interest*    All  such  i 
payments  to  data  have  been  made  from  the  proceeds  from  the  sale  of 
electrical  energy  eenerated  by  facilitits«  costing  th«  District 
apprp;^lmately  ^15|000«000|  utilizing  the  hydro-electrloal  if&otential 
of  th4  All-American  Canal*    The  cos^  of  Hoover  Dam  and  powerplant« 

bimatcd  in  1965  as  $174»732«000«  is  being  repaid  with  interest  at 
3  percent  primarily  from  power  revenues  at  the  dam.    One  exception 


to  this  is  , that  $25>000»000  ot  the  cost  of  th«  dam,  Whicli  was 
0  flood  cont 
antii  19^!^. 


allocated  .to  flood  control »  will  be  carried  interest  free  by  the 


government  untl 

XXVIIl 

In  1928  the  population  of  the  District  was  approximately 
^0,000,  arid  it  remained  at  that  level  until  the  1950<s.    During  the 

3 past  decade,  the  population  has  been  approximately  75»000*  Tt^e 
« annual  value  of  crops  now  produced  in  the  Imperial  Valley  is  approxi- 
mately .^300,000,000*    The  entire  economy  of  the  Imperial  Valley  is 
based  on  farming  and  farm  support  industries. 

Somewhere  between  Jt5  and  50;C  of  irrigated  farms  in  the 

District  are  pwned  by  persons  or  corporations  which  do  not  reside  * 

in  the  Imperial  Valley.    In  the  period  1920-1928  somewhere  between 

35  and  50^  of  the  District's  farms  were  owned  by  non-residenTs • 

ysimilar  percentages  of  non-resident  oi/nership  existed  in  ^he  Imperial 

•   Valley  during  the  intervenlnc  years. 
..  .  ....  ™  '         XXX  ' 

Tho  present  value  of  farm  lend  in  Imperial  Valley  ranges 
from  $COO'to  il2C0  per  acre*    When  the  Secretary  of  the  Interior 
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t)econe^t)aigatcd  to-prohibit  the  Diitrict  from  <!eUVtJ?4.ng  irric*- 

water  t6  lands' oWned  by  non-rrcsldcnt*,  t?here' wiU   b«  «n  IjomedUte 

^       .      '    •  *    .  ■  *  ' 

and  substantial  decline  in  the  waricet  valu^  of  fam  land.  . 

^  *^       XXXX  { 

5he  Irrigation  District,  as  a  result  of  the  putting  into  { 
.operation  of  the  All-Ar.crican  Canal,  ceased  using  the  Alamo  Canal  ^ 
as  a  vehicle  far  the  transportation  bf  water  froa  the^'^orado  River 
to  users  vithin  the  District  In  19^2.   All  interests  of  the  District 
in  and  to  the  Alano  Canal  and  its  physical  aisets,  both  in  Califor- 
nia and  In  Baja  California,  were  sold  in  1962^  ■ 

XXXII  ,  / 

The  District  diverted  and  distributed  to  land- 

owners within  the  boundaries  of  the  District  water  for  the  irriga- 
tion of  approxlnately  ^37>b00  acres. 

XXXni 

In  1963#  ficlel  crpps  and  livestock  production »  kalnly  on 
luxt^c-wcalcs  ilirns,  nad  a  total  value  of  over  $168,000,000,  ftqual 
'to  B0%  of  t)M5  value  of  ,Itrpcrial  County's  total  agricultural  produc- 
tion.      ^  .  . 

.  XXXIV  '  ^ 

At  no  time  cub  sequent  to  the  ccnL«encenen,t  of  delivery  of 
Colorado  River  water  pursuant  to  the  Boulder  Canyon  Project  have  the 
governsient  defendants  coucht  to  enforce  the  residency  rcquircncnt 
of  the  Reclamation  Act. 

There  is  no  one  conGictent,  reasonable  administrative 
lnt<jrprctation  of  Section  5  of  the  Kdclatnation  Act  which  would  warrant 
the  court's  reeo^ition  ac  bcln^  controXllnc;  in  this  action. 

'■^     ^     'From  the  forc£;oinG  FirrJlncP  of  Pact  the  court  draws  the 
•follov;lnc 
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*  COHCLUSIOHS  0?  LAV  -  ^  - 

.    '  •  •     "     •     ^'l       '       •  •  .    '  i**  ,  ■  ■    ,v  . 

Thl»  court  haifl  Jurisdiction  of  the  cftuse  by  reason  of  28 
U.S.C.At  $X36l  which  confers  jurisdiction  over  any  action  in  tht*^ 
Mture  of  iiandtMUs  to  conpel  *n  officer  ot^tnployei^  of  the  United 
atateSf  or  any  acency  t^rcpf/to  plrfofj*  n  duty  owed  to  the  . 
plaintiff.       ,  '  '  '  ' 

II 

Defendant  Hogeri  C.      Morton  is  .Secretary  of  the  Interior 
of  the  United  *^J|C5  and yfs  charscd  with  the^duty  of  carrying  out 
the  provision*  of  the  Roolatiatlon  Act.  of  5fune  17,  1902,  and  is 
ohairgcd  i/lth  the  duty  of.  carrying  out  the  opcratiV'e  provisions  of 
the  Beclarsatlon  Act  of  ^urie  17»  1902,  and  all  acts  emendatory  and 
cupjplesicntary  thereto  by  rcaaon-of  Section  10  of  the  Act  of  June 
17,  1902  (32  Stat.  390,  ^^3  U^S.C.^  $373).^  Defendant  Ellis  X.  Arr.- 
strongvic  Corjnlooiu.i^x'  of  nccianritlon  cf  the  'Jsited  Stati^c  and 
charged  with  the  duty  of  ednlnlatcrlns  the  npolninatiisn  Act  under  the 
supervision  and  direction  of  defendant  Morton  pursuant  to  h3  U.S«C# 
$373a.    Defendant  Edv;ard  A.  Lundberg  is  Regional  Director  of  the  . 
Bureau  of  Rcclanatlon  of  the  United  $tatos  for  Region  5  *nd  is  in 
Charlie  of  rooloriitlcn  projects  within  the  territorial  Jurisdiction 
of  this  court.  *  .  * 

•  III     ^  '  ' 

the  government  defendants  owe  |i  duty  to  plaintiffs  to  en- 
force the  residency  requirement"  of  Section  5  of  the  Reclamation  Act 
in\i;e  Imperial  Valley  of  California* 
.    •  *  IV. 

Section  5  of  the  Rcclcm&fclon  Aot  of  apOS,  3S  StaV.  3Q9» 
^13  U.s.C,  S'iSl,  provideo  in  pertinent  part  as  followsj 


"Ko  right  to  the  uco  of  ^mter  for  land  in 
private  ownership  .  «  .  tihall  be  tiade  to  any 
lendouner  unless  he. bo  e*n  actual  bona  fide' 
resident  on  nuch  16nd,  or  ocoiip^iut  thereof 
rcsldlnc  In  the  noighbcrhood  of  said  land 
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"''^  ' 

By  reason  of  Section  XH  of  the  Boulder  Canyon  Project 

••  • 

Act,  h5  Ctat.  106^,  k3  U^S.G.A*  SdlTn,  the  land  liraltatibh  provi« 
•Ions  of  reclcrratlon  law  tvc  r.ade  applicable  to  the  construe tlcn, 
opcriition  end  caRsncT:^cht  of  the  works  authorised  tinder  ttic  ^ouXdcr 
Canyi)h  Project  Act,  InclutSlnn  the  residency  requirement  of  Ccctlcn 
5  of  the  Hcclanaticn  Act  of  1902 •  " 

.  .  V  .  / 

^W^£^  Veanlrenent  of  reaidcney  of  Cection  5  of  the  neclara 
tlon  Act  of  June  17,  WO^,  is  &  prcreaulnlte  to  the  receipt  of 
Boulder  Canyon  project  water  In  the  ln'*perlal  Valley  an-i  itrposea  i 
con'Jlltlon  on  the  reaeipt  of  cuch  v;atcr.  .  . 

VI        .    •  V       •      .  ■  . 

The  intorvcnfelcin  by  lcn:loynero  io  a  olaco  action  inter- 
vention in  behalf  of  all  non-resident  owners  of  in^itr^blo  lend  in 
Inp'^rial  Irrls^jfr ion  District,  r.ule  5>3(b)<l)  B,  l^ed.  H.  Giv,  P. 

VXl 

PlaintlffG  have  otandinc  to  bring  thi5  actlcn# 
.VIXX 

Section  'J6  of  the  OrmibuG  Adjuctment  Act  of  Key  25,  192(5 
.kH  Stat.  CkOp  ^3  U.C.O.  §'i2Bo  doeo  not  cuperocde  or  annul  the  rejjl 
dcncy  rc(iulreRont  of  Ccction  5  of* the  Hcclenation  Act,  « 

IX 

^here  hao  been  no  "charge"  for  water,  or  for  the  use^ 
otoracc  or  delivery  of  water  for  irrigation  or  vatcr  for  potable 
purA)Doo  in  the  Icpcrial  Valley  ao  prohibited  by  Section  1  of  the 
Pi^oW^ct  Act,  h3  U.S.G.  5617. 

X 

Section  6  of  the  Project 'Act, '^13  tl.S.G.  §617  and  f^vt^cle 
8  of  the  Colorado  River  Conpact  are  not?  in  conflict  t.'lth  the  rcGi« 
dency  requironont  of  Section  5  of  the  ncolaination  Act,  for  the 
reanon  that  Section  6  of  the  Project  Act  and  Article  0  of  the  Corr 
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*re.  conditioned  upon  t^o  requirement  of  residency  as  required  in 
Section  5*  •     >  *      *  ' 

The  in  rem  Jydgnent  In  Kewca  v.  All  Pertonc  it  not  an 
ftdjudleation  that  the  residency  requirement      Section  S'^of  tht 
KeelSKiLtion'Act  ot  \902  has  nq  applicability  to  prjfvately  owned« 
irri|:;able  lands  in  the  Xacperial  Irrigation  District,  |f 

XII 

The  final  in_ren  Judjpceht  In  Kewea  v.  All  Pergons  ia  not 
r e s _3 Mlc ftM  *s'  to  plaintiffs  and  said  Judiynent  does  not  bar  their 
prpsecution  of  the  v/ithin  action* 

XIII 

»  ■  •  '■ 

The  adKinistrativc  interpretation  by  the  government  de**, 

fendahts  in  administering  Section  5  of  the  Reclanatlon'Act  in  the 

Xnperial  Valley  by  not  enforcing  the  residency  requirement  Is  not 

now,  and  has  never  been  reesonablc.    The  failure  to  apply  the  resi- 

dCRcy  requirement  la/contrfcry  to  any  rcaconcblc -Interpretation  of 

the  rcclaratlcn  lav  as  a  whole,  and  It  Is  destructive  of  the  clear 

purpose  and  intent  .of  nation!!il  reclamation  policy* 

.         '  *  XIV 

The  present  and  pact  interpretation  of  Section  5  of  tJre 
Rcclfcjcation  Act  by  the  sovcrnnent  defendants  la  not  controlling  as 
to  the  proper  interpretation  as  to  the  present  applicability  of «the 
resldency^requirenent  of  Section  5  of  the  ReclaKatlon  Act  of  1902. 
Adttlnl^tratlve  prRCtice  cannot  thwart  the  plain  purposs  of  a  valid 
law.  and  prior  administrative  practice  docs  not  remedy  an  absence 
of  lawful  authority. 
:    '  -  XV  • 

Undownors  allccedly  relied  on  the  adralnistrativc  inter- 
pretation  of  the  relevant  Statute  to  tho  effect  that  the  J'csidency 
requirement  of  Section  S-hf  the  Reclafnation  Act  of  1902  /did  not 
apply  to  l:npcx»,ial  Valley  Ix^rlsatlon  Dlatrict.  !rhis  Court  finds  that 
tll&  .GdnJnlotratlvo  interpretation  uan  not  reasonable  and  auch  Intc;:* 

-IP- 
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prctatlon      not  controlling  upon  thl«  Court.     ■  ' 

,  ,  XVI      -  ■ 

^  Contrisa^s  did  not  acqulcice  In  and  ratify  the  tdmlnlistra- 

tlve  Interpretation  of  the  reildency  requirement  (non-cnforccincnt) 

■«*'«' 

by  the  Deptrtment ■ of  the  Interior* 

XVIX       ,  / 

tthc  exlttencc  of  present  perfected  right*  is  within  the 

f 

exclusive  Jurisdiction  of  the  Supreme  Court ♦  (Arlgona  v.  California. 


376  U.S.  3^0,  3^1,  383  tr^S.  268).    If  thla  Court  had  Jurisdiction  • 
to  deternlnc  this  Issue,  it  would  hold  that  private  landowner!  within 
the  Imperial  Valley  Irrigation  District  have  no  vested  and  prtesent 
perfected  rights  to  a  continued  supply  of  Colorado  Hivcr  water  for 
irrigation  purposes  precluding  application  of  the  residency  r^uire- 
mcnt  of  Section  . 5  of  the  HcclamaUion  Act  of  1902 .  ' 

XVIII  " 

The  rooidene/'rc.qulrer.ent  of  Section  5  of  the  Reclar.atlon 
Act  ic  a.  uo.^tiimjLiio  *'^»«trtv.vioii  u^jor*  tbc  Ai.fc,V.t      receive  pro|;e6t 
water,  not  only  until  the  tjonplction  of  repayr.ont  of  construction 
costs  of  the  All-Zuncrican  Canal  but  contl^lng  in  p^rpetuitV'  jjr.tll 
Congress  chances  the  reclamation  law  by  approp^ate  staj^oryj  enact- 
ment.      '    '  •  ■■ "   '^M-  •^'^ 

'  XIX  5 

The  motlort  by  landotmor  defendant o  and  the  government  de** 

fendants  for  reconsideration  of  this  court's  Partial  Sunnary  ?udg-^ 

■       ■  '        .  ■     I  ■ 

nent  of  November  23,  1971»  is  granted  and  the  partial  cummaryi  judg- 
Kcnt  is  afflrned.  , 

r    The  natters  allfcccd  In. Paragraphs  13/27,  30,  31,  3^,  33, 
Sn,  35,  36,  37,  38,  39,  '^0,  ^11,  ^2,  ii3,  kC,  Ji7,^8  and  ^9 

of  the  landovmoro'  Answer  in  Intervorrfclon  arc  insufficient  as^a 
matter  of  lavj  to  conotltutp  a  sufficient  defense  to  the  withtn  - 
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action.    Apcortillngly,  plalntlfrs*  notdlon  to  ffcrlk^  said*  piragraphi 
and  aii  evidence  offered  at  the  trial  in  aupport  of 'the  allegatlont 
of  said  paragraph  i«  hereby  granted. 

0onc  and  dated  thla  /I^  ^^'day  of  Septewb^jr,  1972.  ^  . 


D.  Murrey 


W.  J),  ilui^ey  ^ 
Senior  Unit\ed  States  Di;i^rict 
Judge . 


.'Senator  Stbvbnboxi  Tlie  hearings  ate  adjourned  untU  call  of  the 
Chair.  -  * 

(Wliereiipon,  at  5:50  o^clock  p.Tn.,  Tliursday,  January  13, 1972,  the 
hearing  was  adjourned.) 

O 


